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WAR AND FIRE INSURANCE 
DONALD B. RIVERS 


N analysis of the effect of this war on any designated type of busi- 

ness causes us to revert automatically to the experiences of 1914-18, 
which period is not too far removed economically from the present time 
to serve as a fairly reliable guide. A survey of current reports setting 
forth the preliminary war-time policy of our major industrial and 
financial organizations reveals the importance which is being placed 
on precedents established as a result of experiences under similar 
conditions in 1914. As we have already observed, the process by which 
business has been adjusting itself to a war-time basis has been greatly 
facilitated thereby and has consequently made the transition from a 
peace-time to a war-time economy less chaotic and disrupting to normal 
business activity. Furthermore, with noteworthy conservatism, future 
policy is being planned with an eye to the past and it appears that 
practically the same reactions are being expected as in the last war. 
The assumption has thus far proven correct with the rise in the general 
price level, increase of the inventories, falling off of unemployment, etc. 

In the light of the above and, of course, allowing for the possibility 
of unexpected events which may materially change the nature of the 
war, it may be of interest to take a glance at the fire insurance business 
and its war-time experience. Reference will be made only to those 
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phases of the business which lie within the sphere of actual underwriting 
activity. 


Results of the First Worid War 

Among the most important indices of progress covering the oper- 
ations of fire insurance companies are premium volume, amount of 
insurance in force and loss payments. A study of the following 
tabulation of statistics* covering under these three headings, together 
with loss ratios, the activities of all fire companies in Canada, including 
British and foreign firms, for the period 1909-23, indicates a material 
increase which it is significant to note proceeded throughout the war 
period. (In the case of Canadian companies, all reinsurance is deducted 
and in the case of British and foreign companies, registered reinsurance 
only is deducted.) 


Amount 
of Risk at Date 


Premiums of Statement Losses Paid Loss Ratio 
(000 omitted) (000 omitted) (000 omitted) 
1909 $17,049 $1,863,285 $ 8,647 50.72% 
1910 18,725 2,034,275 10,292 54.96 
1911 20,575 2,279,867 10,937 53.16 
1912 23,194 2,683,442 12,120 52.25 
1913 25,745 3,151,929 14,004 54.3§ 
1914 27,499 3,456,018 | 15,347 55.81 
1915 26,475 3,531,628 14,162 53.49 
1916 27,784 3,720,057 15,114 54.40 
1917 31,247 3,986,196 16,379 52.42 
1918 35,954 4,523,514 19,359 53.84 
1919 40,031 4,923,023 16,679 41.67 
1920 50,528 5,969,872 21,935 43.41 
1921** 47,313 6,020,512 27,572 58.28 
1922 48,168 6,348,635 32,848 68.19 
1923 51,169 6,806,926 32,142 62.82 


From the end of 1913 to the end of 1918, the war years, premiums 
received showed an increase of over 10 millions, whereas losses paid 
for the same period increased 5 millions. The more favourable loss 

**Prior to 1921 — Premium and Loss Figures on Cash Basis. 

1921-22 and 23 — Premiums Written and Losses Incurred. 
*Taken from Report of Superintendent of Insurance for Canada, 1938. 
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ratio (percentage of losses to premiums), with the net margin of 
premiums over losses increased to 16 millions from 12 millions, clearly 
indicates that progress was made during the war. The amount of 
insurance in force also showed a marked increase which was maintained 
at a consistent pace from 1909, five years prior to the war, and through- 
out the ensuing war years. From 1913 to 1918 there was an increase 
from a little over 3 billions to over 4% billions. Had there been no 
change in fire insurance rates, an even more favourable comparison 
would have been revealed. The average cost per $1°) of insurance 
dropped, however, from $1.21 to $1.06 during the war years, which was 
no doubt due to increased competition. 


The reasons underlying this progress may be attributed in the first 
place to the expansion of Canada’s national wealth and, secondly, to 
the inflationary influence of war. From 1869, the earliest date for which 
fire insurance company statistics are available, figures representing 
amount of insurance in force indicate the rapid strides made by the 
business. By 1880, Dominion Licensed companies had in force over 
411 millions of insurance. At the turn of the century, no less than 1 
billion dollars worth of fire insurance had been transacted and by the 
end of 1936, Dominion Licensed companies had on their books over 914 
billion and companies with Provincial Licenses well over 1 billion. This 
enormous increase in the amount of business written was in the main 
due to the growth of the practise of insurance and the rapid increase 
in the value of insurable property in Canada. 


Under such conditions, it can be seen that as the country grew so 
did fire insurance and by the time the first World War started the 
momentum gained in previous years played an important part in 
enabling the business as a whole to undergo the war years with favour- 
able results. 

Analyzing the fire insurance business in the light of the direct 
effects of the war of 1914-18, there are four major factors to which 
progress may be attributed: 

(a) The declaration of war had an immediate effect on the commodity 
price level and consequently values of goods and materials on hand 
increased during the war period. This situation, of course, called 
for additional fire insurance protection. 


(b) War always supplies a large increased demand for raw and semi- 
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finished products. It is necessary to have heavier stocks of such 
goods on hand, which means more insurance coverage. 

(c) It will be remembered that values of industrial buildings increased 
in the later years of the last war, which called for additional fire 
protection. Many temporary structures were also erected, increas- 
ing the demand for fire coverage. 

(d) In many instances the inflammable nature of goods used in the 
manufacture of munitions and war supplies increased the fire 
hazard. This not only called for additional fire insurance protection 
but the higher rates which such risks commanded meant an increase 
in the volume of premium for the companies. 

Probable Effects of Present War 
It is the consensus of opinion among fire insurance companies that 

the present war will have a favourable effect on the business; that is, 

if it should prove to be a war of some duration. The two predominant 
reasons for this assumption are, of course, increased prices and values 
and heavier stocks of materials and merchandise. Not only do the 
experiences of the last war bear out this forecast but leaders in the 
business are realizing more and more that insurance is so closely con- 
cerned with the economic life of the country that it is but natural that 
it will react to the same favourable or adverse conditions. It may be 
of interest to note at this point the effect the war to date has had on 
business conditions in general. A special grouping of indices designed 
by the Canadian Bank of Commerce, in collaboration with a large num- 
ber of Canadian industrialists, to prove an accurate measure of current 
business conditions was recently published and made available to the 
public. This specially devised index, as well as those of Dun & Brad- 
street and The Financial Post, shows clearly that business was strongly 
progressive in the months prior to September. Following the outbreak 
of war, however, a sharp advance was noted, the acceleration being 
caused by the stimulus derived from a rush on the part of manufactur- 
ers, merchants and the general public to accumulate stocks of com- 
modities, in many cases, exceeding normal requirements. Business 

activity in nearly all lines is now at a peak for 1939 and without a 

doubt a further upward trend will be followed with the continuance of 

the war. The fire insurance business will profit by this war-nurtured 
inflationary period. 

A comparison of the two war periods and their influence on fire 
insurance experience cannot be undertaken without consideration being 
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given to the great changes which have taken place during the interven- 
ing years in our industrial position. Since 1918, a significant economic 
transformation has taken place in Canada, and whereas at that time 
the wealth of the country was predominantly agricultural, it has today 
reached the point where there is a much greater distribution between 
agriculture, mining and manufacturing. Canada has now reached a 
highly industrialized plane with the development of new types of enter- 
prise and to so great an extent that the capacity of manufacturing plants 
is half as large again as in 1918. There are today many new plants and 
factories spread over more extensive territory and also a greater variety 
of industrial products. The greatest transformation has taken place in 
the Prairie Provinces, once regarded as suitable for agricultural pur- 
poses only, and there are today approximately 2,500 processing plants 
of all types with an annual production of 250 millions. This situation, 
much different from that of 1914-18, will no doubt mean that fire insur- 
ance companies will reap even greater benefits inasmuch as inflation 
will effect a much greater amount of insurable property. 

As in the last war and perhaps to an even greater degree this time, 
temporary buildings will be erected for military purposes. This depends, 
of course, on the extent and nature of Canada’s future war effort but it 
has been observed that the country is in a much changed position today 
industrially and consequently operations will be conducted on a larger 
scale if the need arises. 

Mention might also be made here of another beneficial effect of the 
war on the fire insurance business although, in comparison to those 
points already brought out, it is of considerably less importance. Refer- 
ence should be made, however, to the special coverages offered by fire 
companies against perils peculiar to war-time conditions. Protection 
is available to municipalities and industrial organizations in the form 
of an insurance policy covering what is known as “War Risk and 
Bombardment.” It is quite possible that this war may reach the stage 
where coastal locations and those in close proximity to the seaboard 
will be subject to enemy attack thus creating a demand on the part of 
property owners for insurance against this hazard. Policies insuring 
against malicious damage and sabotage also play a part during war-time 
in augmenting premium income. 

Prominence has thus far been given to the war’s favourable effects 
on the fire insurance business. While it is true that war does act asa 
stimulus to the extent that premium volume is materially increased, it 
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must be kept in mind that with greater liability losses are higher. The 
results of the last war show an increase of 5 millions in loss payments 
but at the same time loss ratios remained in line with pre-war years. 
This is a tribute to management and particularly to underwriting 
management, whose duty it is in war-time to guide the company in a 
careful selection of risks. Those charged with the responsibility of 
management are no doubt aware of the need for caution in the amount 
of liabijity and type of risk and, as in the last war, acceptability of the 
more hazardous properties will be considered with a careful regard for 
appropriate and improved methods of fire prevention. 


Post-war reactions, which usually include a general recession on 
the part of business, constitute another important consideration. The 
duration of this war is the subject of much debate as it is difficult to 
forecast at this period the course of events. With so much existing 
doubt and a possibility of hostilities coming to an abrupt end in the very 
near future, fire insurance companies should proceed with caution in 
the amount of liability assumed. A sudden ending of the war which 
would take place in a period of greatly increased prices would cause a 
chaotic condition in business. Prices would decline sharply with the 
rush to release accumulated stocks and merchandise and many would 
be facing financial ruin. This factor, together with the claim put forth 
by some authorities that fifty per cent. of losses paid is due to the 
“moral hazard,” is sufficient warning that conservative management 
should be followed in this respect. A glance at the loss ratios in the 
preceding table for 1921 and 1922, years of post-war depression, would 
seem to bear this out. The percentage of Losses Incurred to Premiums 
Written jumped from 43% to 58% in 1921 and to 68% in 1922. Gains 
of the war years in premiums were offset to no small extent by these 
increased loss payments. 


Summing up the effects of the war on the business of fire insurance, 
it has been seen that decided progress was made during 1914-18. For 
the same reasons underlying this progress in the first World War, a 
sufficiently sound basis is provided to anticipate a perhaps even more 
favourable trend during this war period if hostilities do not come to 
an abrupt halt in the very near future. Progress will be dependent to 
a great extent, however, on conservative underwriting both with regard 
to the selection of risks during war-time and the amount of risk assumed 
in anticipation of post-war reactions. 


MUST THERE BE AN END TO PROGRESS? 
PROFESSOR GUSTAV CASSEL 


Professor Cassel attempts to refute the prevalent pessimism concerning 
progress in the world since 1929, in this article from the 
Quarterly Review of the Skandinaviska Banken. 


* * * 


VER since the world economic crisis broke out just ten years ago, 
people have been accustoming themselves to trade depression as a 
natural state of affairs, and have come to regard a temporary rise up 
to the level of 1929 as the utmost that could be hoped for. In other 
words, people have given up the idea of continuous progress as the 
normal course of economic development. They have thus lost the right 
standard for what should be considered as a healthy development and, 
in judging all the economic experimenting that has been going on in 
the world, have contented themselves with far too small demands. 
According as hopes of continued progress have sunk, the quondam 
interest in a redistribution of what we already possess has been revived, 
and has manifested itself in ever sharper relief both in the social 
struggle and in the contest of nations for the dominance of the world. 


It seems to be a matter of considerable importance to endeavour 
to reply to the question whether there is really any objective necessity 
for abandoning the idea of continued economic progress at the pace we 
were previously accustomed to regard as normal. When I drew up 
the fundamental principles of my theory of social economy, I found it 
to be essential to throw clear light on the conditions requisite for prog- 
ress and especially to concentrate my analysis on the simplest case, 
namely, uniform progress. On the basis of the very defective material 
which at the time was available, I considered that the figure for normal 
progress could be put at about three per cent. per annum. Roughly 
speaking, this means the doubling both of capital and income in the 
course of every twenty-five years. Many people presumably regarded 
such a development as something quite incredible. Subsequent investi- 
gations, which were based on a very extensive material, have, however, 
shown that production Curing the time when commerce was free has, on 
an average, actually increased fully to that extent. Carl Snyder’s index 
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for the world’s physical production shows for the period 1865 - 1914 an 
average increase of 3.15 per cent. per annum. An immigration country 
which at the same time received large supplies of capital from outside 
came up to a considerably higher standard. In the United States, for 
example, one could probably reckon with a normal rate of progress of 
4 per cent. per annum, which meant the doubling of production in the 
course of 18 years. Estimates made at Cornell University show that 
the country’s total basic production during the period 1839-1914 
increased by 4.03 per cent. per annum (Farm Economics, February 
1932, where Snyder’s figures are also given with diagram). 

The world war naturally interrupted this course of development, 
but, as soon as the post-war crisis with its revolutionary effects on the 
monetary system had been overcome, economic progress recovered its 
former characteristic intensity. From 1924 to 1929 world production, 
according to Snyder’s statistics, increased by somewhat over 20 per 
cent., or by 3.9 per cent. per annum. This fact indicates that progress 
has an interior force which cannot be repressed even by such a catas- 
trophe as a world war. Why then should the year 1929 be regarded as 
a turning-point, after which no further progress is to be expected? 


There is, I presume, scarcely any one who would seriously contend 
that the physical conditions for continued progress are lacking. Gener- 
ally speaking, raw materials exist in an abundance which the world, in 
its present strange condition, almost regards as a misfortune. In cases 
where some shortage of raw materials might be expected to manifest 
itself, there are possibilities, for a long time ahead, for the opening of 
new fields of production. True that continued progress cannot be con- 
ceived without some geographical redistribution of production. But 
this is an idea to which we have long been accustomed. Russia has 
possibilities for large-scale production on modern lines, which as yet 
can merely be dimly conceived. It can scarcely be doubted that Russia, 
with a more efficient economic organization, could attain results in the 
way of progress which would fully equal what any other country has 
achieved, indeed, might stand out as new world records. 


The world economy has shown an astonishing capacity for adjust- 
ing itself to the requirements of progress. These requirements have 
nowise been uniform in respect of different raw materials. On the 
contrary, as the result of technical developments, certain materials have 
acquired greater relative importance: but it has also proved possible 
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to increase the output of those materials at a more rapid pace than that 
of average progress. Professor Hégbom’s investigations into this ques- 
tion must be regarded as some of the most remarkable material that 
has been placed at the disposal of modern economists (‘Mineral Produc- 
tion,” Ingeniérsvetenskapsakademiens Handlingar Nr. 117, Stockholm 
1932). This author has found that for each of the principal raw 
materials there is a characteristic and singularly constant quota of 
progress. This quota differs considerably in respect of different 
materials, being, for example, 4.5 per cent. per annum for pig iron, 5.9 
per cent. for copper, and 3.6 per cent. for lead. 


Despite the fact that the requirements of different raw materials 
have varied greatly according to the course of development, it has 
always been found possible to produce those materials in precisely the 
proportion required. Does not this remarkable fact strongly support 
the view that it would be possible for a long time ahead to increase 
world production at the pace that was previously normal? 


Why, then, should we abandon the idea of continued progress and 
indulge in fruitless and devastating controversies regarding the dis- 
tribution of the limited supplies that already exist? There has been 
much talk about the profound “structural changes” of the post-war 
period as an impediment to continued progress. But does not this talk 
indicate an attempt to escape responsibility for the trade depression? 
Have not passed times also had their structural changes, and has not 
a vigorous economic movement succeeded in overcoming the difficulties 
of adjustment and maintaining the rate of progress? There is also 
reason to ask how far the unsatisfactory structural conditions of the 
present time may be due to irrational human action, which it should be 
possible to change. For example, the aggregate effect of the commercial 
policy of all countries has undoubtedly been to impede international 
commerce, with a consequent marked reduction in the effectiveness of 
the world economy. It is in fact impossible to maintain that the stag- 
nation of progress is in any way due to objective necessity. 


Progress has never been a machine. It has always been dependent 
on whether human forces working for increased progress have been 
allowed sufficient scope. It is possible to narrow that scope in such a 
degree that progress is stopped. But then people must not declare that 
the stagnation was necessary, or that it was idle to believe in the possi- 
bility of continued progress. 
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The world production index published by the League of Nations, 
which comprises 81 primary articles, rose for the years 1925 - 1929 from 
95 to 106, but afterwards fell back to 103 for 1935. The development 
during the first-mentioned period was not particularly marked (some- 
what less marked than according to Snyder’s above-mentioned index) ; 
but the decline during the following period must be regarded as very 
considerable, if viewed relatively to the development which would have 
ensued if progress had only continued at the pace of the preceding 
period. The fall of the index during the period 1929-1935 is solely 
due to the marked shrinkage of production in North America, where the 
index number fell from 103 to 87. None of the other countries for which 
separate index numbers are given shows any decline in production dur- 
ing this period, whilst several of them exhibit a considerable increase. 
This gives us reason to direct our attention particularly to the course 
of development in the United States. 


The Federal Reserve Board’s index for American industrial pro- 
duction, the basis of which is 100 as an average for the years 1923 - 
1925, had in 1929 risen to 119. For five years this meant an increase 
of 19 per cent., corresponding to an average rise of 3.8 per cent. per 
annum, which for industrial development in the United States must be 
considered extremely moderate. Industrial production in that country 
subsequently fell, for the year 1932, right down to 64. This catastrophic 
fall was followed by a recovery. A new maximum was reached in 1937 
with the index number 110, but in the following year the index fell 
again, down to 86. Now what does this signify? Had progress after 
1929 been allowed to continue at the same pace as in the preceding five 
years period, industrial production for 1939 should have reached the 
index number 169. And yet the average for the first 7 months of 1939 
is only 97. These figures give us some idea of the real extent of the 
devastation to which American industrial production has been exposed. 


The general economic decline in the United States is reflected in 
the figures for the national income. The annual statistics of the United 
States Department of Commerce for the national income (estimated as 
“the gross value of all goods and services produced minus the value of 
raw materials, and capital equipment consumed in current production 
operations’) showed for 1929 a figure of 82.7 milliard dollars. For the 
year 1933 this figure fell to 42.5 milliard dollars. For 1938 it was 64.0 
milliard dollars. These figures must now be corrected to allow for the 
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changes in the purchasing power of the dollar. If we take as a basis 
the Labor Bureau’s index for wholesale prices and recalculate all the 
income figures in the 1926 dollar, we shall find that the course of develop- 
ment in regard to national income shows less violent changes, but that 
it in any case exhibits an extremely disheartening decline. The figures 
are reproduced in the accompanying table, and the chart illustrates the 
trend. (Original figures for income: unbroken line; recalculated in the 


1926 dollar: broken line). 
Hypothetical 


Bureau National national income 
of Labor income in in milliard $ 
National Statistics. milliard $ and 1926 value 
income in Wholesale and 1926 of money if 
milliard $ price index value of annual increase 
1926 = 100 money from 1929 were 
4 per cent. 
1929 82.7 97 85.2 
1930 69.1 86 80.4 88.6 
1931 54.2 Ti 76.4 92.1 
1932 40.1 65 61.7 95.8 
1933 42.5 66 64.4 99.6 
1934 50.6 75 67.5 103.6 
1935 55.8 80 69.7 107.7 
1936 65.2 81 80.5 112.0 
1937 71.9 86 83.6 116.5 
1938 64.0 79 81.0 121.2 


In order to realize the significance of this trade depression, let us 
assume that the increase in the national income after 1929 had pro- 
ceeded at a normal rate. With a four per cent. annual rise in the national 
income, the United States could have increased it up to 121 milliard 
dollars for 1938. The difference between this and the actual figure, 81 
milliards, is 40 milliard dollars with the 1926 purchasing power. Ex- 
pressed in the 1938 dollar, this corresponds to 31.6 milliard dollars. 
Thus, instead of an income of 64 milliard dollars, the year 1938 should 
have shown an income of 95.6 milliard dollars. Such figures must be 
kept in mind if we wish to form a true idea of what American economy 
has lost by dropping its normal rate of progress. In the chart the 
assumed normal development is represented by a dotted line. It 
graphically shows the immense loss that has accumulated during this 
period as a whole. 


If we now ask ourselves: What are the reasons of this portentous 
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deterioration in the effectiveness of American production? we shall be 
entering on a very controversial subject. I do not intend to engage in 
a detailed discussion of this question. Anybody can see from the chart 
that the process of deflation which began in 1929 and which entailed a 
very marked increase in the purchasing power of the dollar, must have 
been a factor of fundamental importance. How this deflation could 
have been avoided, and how the recurrence of such a calamity could be 
prevented for the future, is a central problem of monetary analysis as 
well as of practical financial policy. 


National Income of the United States in Milliard Dollars 








/ 1930 1931 1932 1933 1934 1935 / 356 1937 938 
—_——_— Nominal value of money. , 
------- Value of money in 1926. 
ickasavswaass On the assumption of a 4% increase annually (Money value of 1926). 
What is intended here, however, is to endeavour to eliminate such 
explanations of the trade depression as are quite at variance with 
reality, but which, as experience shows, are nevertheless very popular 
and are liable to influence economic policy. I am alluding primarily to 
the theory that the course of development up to the year 1929 had pro- 
ceeded at an abnormally rapid pace and had entailed an inordinate 
accumulation of capital assets. This view is completely devoid of 
foundation, as anybody can convince himself by comparing the period 
in question with previous booms in the United States. .I have dealt 
with this subject in an article in this Quarterly,* for October 1932, and, 
though the views expressed there have never been refuted, the talk about 
an abnorma! development of capital up to the peak of 1929 has been 
perpetually recurring. 


*The Quarterly Review of the Skandinaviska Banken. 
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This theory becomes quite grotesque if it is contended that the said 
boom, in view of its excessive intensity, must necessarily be followed 
by such a set-back as that which subsequently occurred. There is no 
necessity at all for such a set-back. A continued increase of the volume 
of American production at the previously normal rate would undoubt- 
edly have been quite possible. In the United States there was a suffi- 
ciency of man power and most other factors of production. The raw 
materials which had to be imported could easily have been procured, 
seeing that the United States, as a rule, have had what is commonly 
called a favourable balance of payments, which might have been utilized 
for something far better than an enormous importation of gold. We 
are thus forced to the conclusion that the immense loss sustained by 
American economy after 1929 must have been due to errors in organiza- 
tion. Such errors it should be possible to remedy. But, if we are to 
make a determined effort in this direction, we must above all things 
free ourselves from the view that after 1929 all idea of continued 
economic progress would have to be abandoned. Our figures show that 
nothing of any real value is to be gained for the masses by a better 
distribution of the unduly reduced national income, but that, on the 
contrary, with continued progression vast resources would be available 
for raising the standard of life of the entire population. A rational 
social welfare policy has undoubtedly had a great mission to fulfil, and 
much work still remains to be done in this field, but it lies chiefly in the 
direction of enhanced efficiency of labour, or rather in the spread of the 
high standard of efficiency already reached in some lines to all parts of 
the national economy. A mere reshuffling of a national income which 
in itself is quite insufficient would evidently be an ineffectual remedy. 
Conceived in this sense, a “new deal’’ will be a most misleading program. 








MATERIAL PROGRESS 
GORDON H. McKEE, M.B.A. 


The industrial revolution was far more than the use of 
the steam engine in industry; it was the use of scientific 
knowledge and methods in industry. Mechanical power was 
the first application, materials is the second and current one. 


* * * 


NYONE watching the development of the industrial revolution 
must be impressed by the rapidity with which the application of 
new materials is displacing the application of mechanical principles as 
the predominant movement in the technical aspect of manufacturing. 
The use of steam engines, and later internal combustion engines and 
electric motors, created forces which the materials of the nineteenth 
century could barely withstand. The new wealth created by this power 
developed tastes for beauty and variety in the products of industry that 
were not satisfied by the materials at hand. 


The nineteenth century was not, of course, entirely devoid of new 
material contributions. The Bessemer and Open Hearth steel industries 
were developed. The discovery of synthetic indigo by Sir William 
Perkins in 1850 marks the beginning of thé synthetic dye industry; in 
fact, it marks the beginning of the whole synthetic organic chemical 
industry to which we owe a great many of the common materials of 
today. It is well known that Frederick W. Taylor devoted most of his 
life to the movement for systematizing the management of industrial 
plants and doing away with the disorganized rule of thumb methods 
that had been inherited from the hand workshops of an earlier period. 
It is not as well known that Taylor found it necessary to devote several 
years to the invention of high-speed tool steel in order that the technical 
operations of metal-cutting shops could be brought to a sufficient degree 
of efficiency for the full benefit of his management methods to be real- 
ized. It may be said, however, that the nineteenth century created the 
material problem and that the bulk of the contributions to its solution 
have been made by the twentieth century. It is difficult to realize that 
stainless steel was a development of the last war and that the spot 
method of welding it, which makes it available as a material for light- 
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weight construction, was developed at the Budd Locomotive Works 
during the early thirties. Dr. Bakeland announced his discovery of 
Bakelite, the first of the synthetic plastics, in 1909. Spencer Love wove 
his first crude rayon and cotton bedspreads in the early twenties. 
Aluminum became a common metal only after the turn of the century. 


Synthetic Plasters and Fibres 

Of the new materials that have become available within the past 
few years, those that have attracted the greatest attention of the public 
in general are the ones that have owed their introduction largely to 
attempts to create either more beautiful products or a greater variety 
of products. Synthetic plastics and synthetic fibres, materials such as 
bakelite and its colourful counterparts, and rayon or celanese, are out- 
standing examples. The rapid growth in the use of these materials 
requires no comment. Their contribution to the beauty and variety of 
the products of modern industry is self-evident. It is noteworthy, how- 
ever, that they have also contributed largely to the reductions in cost 
that have made the twentieth century abundant in material production. 
Plastic articles are turned out in great volume by molding presses 
requiring very little skilled attention. They can be molded to exact 
dimensions and often do not require even buffing or polishing. Such a 
process is in sharp contrast to the usual casting, machining, polishing 
and possibly plating operations of metal fabrication or the machining 
and finishing operations of woodworking. Synthetic fibres are produced 
by continuous mass production processes practically untouched by 
human hands. It is a fact that they must still be spun or knit by the 
same methods that are used for the older natural fibres but it is also 
a fact there have been large improvements made in both looms and 
knitting machines during the last few years. It is not too great a strain 
on reason to suggest that thesc improvements may have been partially 
forced by a cotton industry hard pressed by the new competition. Not 
only, then, have these new materials brightened modern life but they 
have made it less costly. 


Economic and Social Results of Technical Advances 

It is true that these materials and the processes of their production 
represent the acme of mass production with all of its attendant evils of 
large investment, technological unemployment, rapid obsolescence and 
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lack of flexibility. Mass production is often deplored on account of 
these accompanying evils in their social and economic ramifications. It 
must be remembered, however, that the efficiencies of mass production 
are real and they have not been wiped out by the recognized offsetting 
evils. Standards of living have been raised at every economic level in 
spite of the business cycle. While we may not have learned yet how to 
make the best social use of the new technology, it does not follow that 
the technology should be abandoned. It must be remembered that it is 
just 140 years since the government monopoly on Watt’s condensing 
steam engine lapsed. The beginning of this period was bound to be 
characterized by a ruthlessness in the exploitation of the new productive 
facilities. This ruthlessness may, to a large extent, be overlooked 
because it had one great virtue: it did get out production. Already, 
however, there is developing a new idea of taking mercy seriously, on 
the parts of government, business and the public in general. Present 
day labour relations may be full of strife but labour has never before 
been as fairly treated as it is at the present time. The trend is growing. 
The next 140 years and, in fact, the next 40 years should see a vast 
improvement in the economic and social applications of our technological 
advances. That improvement will come from a greater understanding 
and co-operation among the various economic groups and not from a 
scrapping of progress. 


New Structural Materials 

The aesthetic and cost reducing contributions of our new materials 
are only the more easily observed contributions. Structural benefits to 
be derived from them are of even more fundamental importance. Stain- 
less and other alloy steels and irons, aluminum, magnesium, reinforced 
concrete and cellophane are some of the outstanding examples with 
which everyone is familiar. Even such materials as synthetic plastics 
and fibres, introduced for reasons of economy and appearance, have 
found specific structural applications in such places as safety glass, 
automobile finishes, noiseless gears and cord tires. The examples named 
are only a few of the materials that the layman sees directly in the 
products that he buys. The list is vastly increased if one includes 
“service” materials that aid manufacture but are not recognizable in 
the products. Outstanding examples are oils and non-metallic soaps 
for textile treating, fertilizers, water treating chemicals and compounds 
for floating metallic ores. The variety of materials from which the 
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manufacturer can now choose presents such an array of specifications 
that the selection has become a scientific decision. It is no longer a 
case of using the material at hand. If one is to compete, it is necessary 
to define exactly the material requirements and to select a material that 
meets those requirements. If such a material is not found to be avail- 
able, the laboratory may be called upon to create it. Industry now 
requires not only the right tool and the right method but also the right 
material. 


As has been suggested, this movement toward a greater accuracy 
in the drawing of material specifications has been instigated not only 
by the actual development of the new materials that have made it possi- 
ble but it has become a self-perpetuating and accelerating movement 
by reason of the finer specifications forcing the development of more 
new materials. The general appreciation of the extent of this move- 
ment has been clouded by the terminology that we use. We glibly refer 
to steel or aluminum or plastics. As a matter of fact, the term “steel” 
embraces a large group of materials that vary among themselves over 
wide ranges with respect to such properties as tensile strength, hard- 
ness, elasticity, resistance to corrosion, fatigue resistance, machine- 
ability, heat treatability, weldability, magnetic permeability, thermal 
expansion and so forth. The same can be said for every generic material 
name in use. Not only do we have a large group of entirely new 
materials available but the old materials have ceased to exist as such 
and have become large groups of new materials that would not be 
recognized by a visitor from the nineteenth century. 


Effect of the Movement 


The effect of this movement on our general economy is bound to be 
very great. Those people who have been maintaining that the industrial 
revolution has come to an end, that the stimulus given to business by 
the steam engine in the nineteenth century is wearing out in the 
twentieth, that government intervention will be required to keep busi- 
ness going, that without the machine to exploit business will exploit 
labour or the consumer or the government, that therefore we must have 
national socialism, or national capitalism, or fascism, or communism, 
would do well to consider this “material progress.” It is probably true 
that the application of mechanical power to industry is not the potent 
force that it once was. Whether or not the arguments from this pre- 
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mise are logical is of no consequence because the premise itself is of 
no consequence. The industrial revolution was far more than the use 
of the steam engine in industry; it was the use of scientific knowledge 
and methods in industry. Mechanical power was the first application, 
materials is the second and current one. If the development of materials 
does work itself out in time, there are other fields in which science can 
work. Much remains to be done with the management aspects of busi- 
ness. Distribution is generally admitted to be still inefficient. We may 
even get around to improving consumption at some time. We have had 
great benefits from mechanical engineering; chemical and metallurgical 
engineering are well under way; why not psychology and sociology. One 
cannot believe that our industrial civilization will go to pieces for lack 
of technical scientific development to stimulate it. 


In the specific field of international trade the movement is of 
particular interest. The development of the steam engine created a 
differential in comparative advantage in manufactured products be- 
tween Western Europe and the rest of the world. The result was a 
rapid increase in trade. That comparative advantage is now tapering 
off. There may be another one, however, that is taking its place. Great 
Britain and the United States are two of the largest steel producing 
countries of the world. Both industries were originally based on the 
abundance of local raw materials, iron ore, limestone and coal. Today, 
however, neither of them can produce steels without manganese from 
Cuba or Russia and nickel from Canada. Furthermore, they both 
require aluminum as well as steels. Great Britain gets a large part of 
her aluminum from Canada, who imports aluminum ore from British 
Guiana and fluxing material from Iceland. The Canadian contribution 
is electric power at tide water. Canada has been called the granary 
of the north but in order to produce corn flakes it must import corn of 
a special kind from either the United States or South Africa. The 
recognition and exploitation of differentials in the specifications of 
materials is creating a group of differentials in comparative advantages 
for the stimulation of international trade. 

It must be recognized that the same technology that is exploiting 
exact material requirements is also working to level off international 
comparative advantages through the creation of substitutes and 
synthesized natural products. We have, however, seen that substitutes 
have a way of turning out to be more economical or of developing 
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specific fields of efficient utilization. Rayon is no longer regarded as 
artificial silk; it is a textile in its own right. In other words, at the 
present stage in the development, there is a greater tendency for the 
chemist and the metallurgist to create something entirely new, in spite 
of himself, rather than something that merely duplicates an already 
existing product. We have heard much of substitutes created for 
reasons of strategy and diplomacy, for the purpose of deliberately ignor- 
ing available economies and efficiencies. The German ersatz industries, 
wool from milk and gasoline from coal, have been widely publicized. It 
can only be hoped that this second great war in which we are now 
embroiled, and which was in part created or made possible by this 
movement, will not be fought in vain, and that such short-sighted 
policies will be ended. If reason and common sense are allowed to pre- 
vail, the technology of materials will provide the world with a greater 
advance in the twentieth century than the technology of power provided 
in the nineteenth. 








THE NATURE OF THE PRESENT LABOUR 
MOVEMENT 
DR. C. J. BITTNER 


A résumé of the Labour Movement on this continent leading up to the 
present rift in the ranks of American Labour. 


The Pluralistic Pattern of Modern Society 

HE economic, political, social and cultural structures on this con- 

tinent represent a pluralistic pattern, consisting of various interest 
groups, institutionalized on the principles of freedom, self-determination 
and relative non-interference on the part of the State. The Federal 
Structure itself embodies the pluralistic pattern of internal self-determi- 
nation of its political subdivisions, which is creating a clash between 
national and regional interests. Only in relatively recent times, under 
the pressure of economic crises and national emergencies, there have 
appeared policies tending toward greater co-ordination and integration 
of industrial and financial functions, and a concentration of controls in 
the hands of Federal Institutions. 

Economically, the whole cis-atlantic society represents a stratified 
pyramid of income layers, the apex of which exercises economic and 
political control over the broad and massive base of the social pyramid 
composed of heterogeneous racial and cultural conglomerate groups 
loosely cemented by the symbiotic relations of economic interdependence, 
but vaguely conscious of national unity. 


Economic Status and the Mentality of the Wage-Earners 

The various groups composing modern society stand to each other 
in the relation of competitive co-operation, which often, in the absence 
of rational social controls, degenerates into a conflict. 


Among these competing economic groups industrial labour is the 
most discontented and the most restless element in modern society. This 
labour element lacks economic stability and security; though enjoying 
political rights, it is economically a dependent and socially submerged 
group. It does not enjoy the opportunities and that degree of individual 
freedom which only stability of income and economic security can 
assure. It is exposed to all the risks inherent in the modern economic 
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system. Its fortunes fluctuate with the phases and trends of the busi- 
ness cycle. It is afflicted by inflation and deflation, by seasonal, cyclical, 
secular and residual business fluctuations, industrial accidents and 
occupational diseases. As a result of this, the economic basis of indi- 
vidual security and family stability has been knocked out from under 
the feet of industrial labour. In spite of the great increase in the pro- 
ductivity of labour, the real income of the unskilled and the semi-skilled 
has remained practically stationary. Taking 1913 as the basic year, the 
index of real wages of unskilled labour in manufacturing, in the United 
States, stood at 106 in 1890; at 116 in 1898; at 100 in 1913, and at 120 
in 1924. An 18 per cent. improvement in 34 years is scarcely perceptible 
in the sum total of economic progress. 


There is a current assumption “‘that increased productivity means 
increased income of labour. In a long-run social sense this is probably 
true, but it should not be necessary to demonstrate that in a contempor- 
ary individual sense the reverse is often true. There is a widespread 
belief that the relationship between productivity, individual effort 
expended, and income received, is becoming progressively less and less 
close.” The Federal Reserve Board has shown that the volume of manu- 
factures has increased 90 per cent. from 1910 to 1929, while the realized 
income in the form of wages did not increase in proportion to the pro- 
ductivity of labour, but remained nearly stationary. The Brookings 
Institution has shown that from 1923 to 1929 aggregate wages in 
American manufacturing had increased 5 per cent., salaries 28 per cent., 
net profits 31 per cent., and cash dividends 57 per cent. Though the 
“iron law” of wages has no academic standing, the workers’ share of 
the value of manufactured products has remained practically constant. 
Thus, according to the Alexander Hamilton Institute, the per cent. of 
workers’ earnings of the value of factory output in the United States 
was 18.3 in 1869; 20.2 in 1889; 16.9 in 1919, and 17.0 in 1929. 


Insecurity and Discontent As the Principal Causes 
of the Labour Movement 


Economic insecurity is the principal cause of the modern labour 
movement. This movement, however, cannot be studied in isolation but 
must be understood in the light of the economic, political and social 
context of society as a whole. The modern labour movement is merely 
a symptom of maladjustment, the causes of which reside in the economic, 
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political and legal organization and function of modern society. Since 
the labour movement does not affect the different interest groups in the 
same manner, there are various attitudes toward the movement. Our 
employers, our financiers, our teachers and preachers, our statesmen 
and our courts view the labour problems from different angles and 
different perspectives. 

The aims, purposes, and aspirations of labour are significant social 
forces which play an important role in society. Discontent is the 
dynamics, the élan vital of the labour movement. As labour acquires 
occupational and class-consciousness, the movement develops a definite 
pattern which becomes relatively fixed and institutionalized. The move- 
ment evolves mechanisms of group control and a pattern of collective 
action. As a wage-earning group, labour has a distinct pattern of mind. 
This is chiefly a pattern of conflict. On the affective or emotional side 
this pattern of conflict is accompanied by anger, anxiety and fear 
psychoses, which are stimulated and sustained by constant friction with 
employers, instability of occupation, mobility and consequent insecurity 
of employment. Unless labour is granted security and recognition, no 
amount of repression on the part of the ruling groups, no amount of 
effort on the part of moral teachers to sublimate the fundamental wishes 
and organic needs of labour will avail in mitigating the conflict in which 
labour is engaged. If organic and cultural needs of human beings are 
repressed they will find an overt expression in various anti-social ways. 

Labour does not constitute a homogeneous entity; it is highly 
differentiated, though skills are being broken down by the process of 
mechanization. At the top of the labour ladder stand the craft unions 
which in modern democracies constitute the aristocracy of labour. The 
craft unions have achieved social and political recognition; they con- 
stitute now a system of quasi-political controls in themselves; they have 
become in a sense a source of authority, with economic, political and 
social implications of vital importance. In England, and in some of the 
Dominions, the labour movement has to a large extent substituted nego- 
tiation and collective bargaining for violence, and the settlement of wage 
contracts by public tribunals, rather than by “the wild arbitrament of 
the strike and the lock-out.” 


The World War and the Labour Movement in the United States 
The organization of the unskilled and semi-skilled workers in Eng- 
land had already begun in the 1880’s. On this continent labour legisla- 
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tion, state regulation and control of industrial relations and the labour 
movement have been lagging behind the countries mentioned. Though 
there have been sporadic attempts to organize the unskilled and semi- 
skilled workers, such organizations were not tolerated by society. The 
World War, however, changed the attitude of the public, which now 
realized that the “labour front’”’ was as important, if not more so, than 
the military front. Labour was given greater latitude for union activity, 
while labour leaders were placed on various boards and commissions. 
Prior to the United States entry into ‘he World War, che Clayton Act 
exempted trade unions from the sanctions of the anti-trust laws. In 
1916 Congress granted a basic eight-hour day to the railway unions. 
The social esteem of labour was even registered in a law which stipu- 
lated “that labour should henceforth not be considered a commodity or 
an article of commerce,”* which, however, did not prevent by any magic 
the hiring of labour at a competitive market price. 


The World War gave American labour the opportunity to engage 
in experiments with joint control of industry and a wide participation 
in the determination of the policies of management. In the railway 
industry which came for a while completely under the public control, 
these experiments had reached a high degree of development. In private 
industries labour also participated in fixing the conditions of work and 
the rate of wages. Many of the labour unions of the industrial type, 
which were not affiliated with the A. F.of L., had succeeded in regular- 
izing employment by securing voice in management and the right of 
collective bargaining. The railway unions went even so far as to pro- 
pose the Plumb Plan, advocating joint ownership and management of 
the railway industry as the “next step in the evolution of collective 
bargaining.” 

During the World War a movement began among the unskilled and 
semi-skilled workers in the textile, meat packing, marine transport, 
metal and other industries. Industrial unions were in existence in the 
clothing industry which employed collective bargaining and employee 
participation in industrial management. 


The Roots of Industrial Unionism 

After the war, during the “reconstruction” period, anti-unionism, 
“welfare capitalism,” and political reaction, somewhat retarded but did 
not entirely paralyze the independent union movement. Technological 
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changes and the rationalization of industry affected adversely large 
masses of unskilled and semi-skilled labour. There were numerous and 
extensive strikes, involving steel, transportation, coal and other indus- 
tries. These strikes, for the most part, were led by the so-called radical 
wing or ring of labour leadership, favouring the industrial type of 
labour organization. 

The example set by European labour after the World War served 
as a stimulus in driving American labour in the direction of industrial 
unionism and political action. The conflict between the two types of 
organization, craft unionism and industrial unionism, is of historical 
significance. The struggle started between the Knights of Labour, an 
industrial union, and the new-born A. F. of L. in the 1880’s, and culmi- 
nated in the organization of the C.I.O. The C.I.O. movement is not 
merely a reflection of a contest between personalities in the upper ranks 
of the A. F. of L. officialdom. The present militancy marshalled behind 
the C.I.O. leadership is clearly the expression of class-consciousness 
suddenly released after a long period of suppression. The roots of 
industrial unionism are found in the syndicalist movement in Europe, 
in the “new unionism” of the 1880’s and 90’s in England, in the I. W. W. 
and the One Big Union idea, and in the whole leftist movement in the 
early twenties and early thirties which persistently agitated for indus- 
trial unionism, and for the organization of the unorganized and the 
unemployed. In this field the activities of the Trade Union Educational 
League and the Trade Union Unity League exercised considerable influ- 
ence in arousing class-consciousness favourable to industrial unionism. 

The réle of leadership is significant in any mass movement; it 
makes the movement articulate. The popular notion, however, that the 
C.I.O. grew out of the idea of one man is a misconception. Most 
significant is the pressure which the rank and file exerted upon the 
leadership and demanded organization. Moreover, the ever-present 
tendency of craft unions to amalgamate indicates a drift toward indus- 
trial unionism. 


The “New Deal” and the Labour Movement 


A significant stimulus for the organization of labour masses into 
independent unions, and the legalization of the principle of collective 
bargaining came from the Roosevelt Administration. The National 
Industrial Recovery Act instituted a policy of government intervention 
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into the field of industrial relationships. The Act was aiming to revive 
prosperity by permitting business combinations to set up rules of fair 
competition ; it instituted mechanisms for the protection of the workers’ 
standard of living, and gave labour the right to organize into inde- 
pendent unions and bargain collectively “through representatives of 
their own choosing.” The N.I. R.A. brought together many kinds of 
labour laws, and set up a general form of government control of indus- 
try and business. The movement toward “planned economy” and 
government control of business, as epitomized in the “New Deal,” found 
converts even in the Conservative Party of Canada, whose leader, the 
Prime Minister, the Honourable Richard B. Bennett, had declared “that 
free competition and the open market-place, as they were known in the 
old days, have lost their place,” and “that the only substitute for them 
in these modern times is Government regulation and control.” In his 
labour program, Mr. Bennett advocated “‘health, accident and sickness 
insurance; old age pensions; unemployment insurance; the abolition of 
the dole; abolition of child labour and sweat shops; establishment of a 
national minimum wage, and the establishment of a uniform maximum 
working week’’—conflicting as many of these measures were with the 
logic of the Courts and the property and civil rights of the Provinces! 


When in the United States the N. I. R. A. was declared unconsti- 
tutional in the early part of 1935, the political strength of American 
labour was brought to bear upon Congress, which passed in July, 1935, 
the National Labour Relations Act. This Act not only gave labour 
additional opportunities to organize but also provided mechanisms to 
carry out union activities for the purpose of collective bargaining with 
employers. The Act established the National Labour Relations Board, a 
quasi-judicial body, with powers to investigate charges of unfair labour 
practices, to institute proceedings against offenders, to issue orders, etc. 

The National Labour Relations Board safeguards the rights of 
collective bargaining, defines the various categories of “unfair 
labour practices” and establishes the “majority rule” for collective 
representation. The Board decides what constitutes a unit for collective 
bargaining; it promotes equality of bargaining between employers and 
employees. It aims to substitute collective bargaining for industrial 
conflict. 

The Roosevelt Administration revitalized the labour movement, 
which during the last years of President Hoover’s administration was 
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in a state of suspended animation. During the initial stage of the 
depression union membership was declining. In 1933 about 10 per cent. 
of workers in manufacturing and mining belonged to trade unions; 
about 45 per cent. were organized in company unions; the remainder 
was entirely unorganized. The unionization efforts of the A. F. of L. 
were opposed by forces favouring company unions. Union activity 
under the N. I. R. A., however, revived in the second half of 1933. From 
August, 1933, to August, 1934, 2,363 charters were issued by the A. F. 
of L. to various unions and federal labour bodies. In the mass produc- 
tion industries large federal unions were formed. These federal bodies 
joined the A. F. of L. under the impression that they would not be broken 
up and turned over to the craft unions. The workers in the mass pro- 
duction industries favoured the type of union organization which would 
include all the workers in the industry. The A. F. of L., however, looked 
upon the federal unions as merely recruiting agencies for the trade 
unions, and proceeded to split them up. This policy of the A. F. of L. 
met an opposition on the part of those leaders in the Federation whose 
unions were organized on the vertical or industrial plan. Moreover, the 
rank and file in the mass production industries refused to join the trade 
unions on account of jurisdictional disputes which tended to antagonize 
employers and disrupt continuous employment. The bulk of labour 
favoured the industrial type of organization. This attitude is shown by 
the gains of union membership in the various organizations between 
1933 and 1935. In this interval, industrial unions gained 65 per cent.; 
trade unions 22 per cent.; others unions 13 per cent. 

The long struggle within the A. F. of L. between the proponents of 
the two opposite principles of organization, craft unionism and indus- 
trial unionism, resulted in a split in the ranks of American labour, and 
the formation of the C. I. O., a rival organization. 


Industrial vs. Craft Unionism 

With the formation of the C. I. O., feverish organizational activities 
were initiated by both labour groups. In the competition between the 
A. F. of L. and the C. I. O., jurisdictional disputes arose for the right to 
organize the workers in the particular plants. The A. F. of L. resorted 
to suspension and finally to the expulsion from the Federation of all 
affiliated unions holding C. I. O. membership, and to the organization of 
rival unions in the mass production industries. The C.I.O. made 
similar encroachments upon the membership of the A. F. of L. Asa 
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result of this, the National and State Labour Boards have been drawn 
into the controversies between the two organizations in matters of 
majority representation. Inter-union conflicts were persistently pres- 
ent, since minorities were unwilling to abide by the majority rule. The 
A. F. of L. is clinging tenaciously to the craft form of organization, and 
at the present time the leadership in both groups has assumed beliger- 
ently uncompromising attitudes toward each other. The conflict between 
the two labour organizations has been carried over into the political 
field. The numerous strikes conducted by the C.I. ©. involving the 
violation of the absolute rights of private property have antagonized 
employers, business interests and the public. 


Since the Labour Relations Act, originally sponsored by the A. F. 
of L., is being held responsible for the unprecedented growth of indus- 
trial unionism, the A. F. of L. is now demanding the revision of the 
National Labour Relations Act and the recent wage-hour law. The 
A. F. of L. demands that the Federal Administration stop encroaching 
on the self-government and self-action of labour. The present policies 
of the Government in the field of industrial relationships have been 
branded as being “socialistic.” For the purpose of propaganda the 
C. I. O. unions have been bracketed with the “Reds,” and a movement 
has been launched to drive out from union membership all those desig- 
nated as Socialists and Communists. The A. F. of L. labours under the 
suspicion that the C. I. O. is being sheltered by the Labour Boards, that 
they are showing partiality to the C.I.O. However, several Congres- 
sional investigations have failed to substantiate this charge. 

The business during 1938 increased agitation for reconciliation. 
Proposals have been made for admission of the C.I.O. as an. inde- 
pendent department of the A. F. of L. This proposal has been rejected 
by the Executive Council of the A. F. of L. 


Since some of the trade unions of Canada are affiliated with the 
A. F. of L., the split in the labour ranks has also been extended to 
Canada. At first the Trades and Labour Congress attempted to prevent 
the disruption and was averse to the expulsion of the C. I. O. affiliates. 
At the 1938 Convention of the A. F. of L., Mr. Green demanded that the 
C. I. O. unions be expelled from the Trades and Labour Congress. Since 
the A. F. of L. has absolute jurisdiction over the affiliated unions both 
in the United States and in Canada, the expulsion order was complied 
with at the 1939 convention of the Trades and Labour Congress. 
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The present rift in the ranks of American labour cannot continue 
indefinitely. The collective interests of labour, the anti-union attitudes 
of the employers, the pressure of public opinion for the unity of labour, 
the political interests of the party in power, will naturally exert strong 
influence in overcoming the personal jealousies of labour leadership, 
which at this juncture appear to be the only important impediments in 
the rapprochement of the two organizations. 


The American Institute of Public Opinion, in its recent survey, 
points out that the majority (74°) of the voters would like to see the 
C.I. 0. and the A. F. of L. settle their disputes. What is more sig- 
nificant, the majority of the voters (79%) favours unionism under 
government control. So far as union members were concerned, over 
90 per cent. were in favour of terminating the feud. Whatever the 
trend in the United States will be, it is bound to affect the labour move- 
ment in Canada. 














WHAT VOCATION AFTER GRADUATION ? 
JOHN C. KIRKWOOD 


Selling can be one of the highest and noblest of vocations; this noted 
marketing consultant advocates it as a career for young persons. 


ok * * 


F you are irresistibly attracted to one of the learned professions — 
medicine, law, teaching, preaching—then the problem of your 
vocation may be regarded as being already solved — this assuming that 
your circumstances permit you to enter the profession of your choice. 
But it is only the few who know positively, prior to graduation, what 
they mean to do when college years come to an end. Many may incline 
towards journalism, or advertising, or finance. Only a few in any group 
of newly-graduated men and women resolve to take up selling as a 
career. Yet selling, regarded as a vocation, is the one career able to 
give most young persons a fulfilment of their desire for an income which 
will be large enough to enable them to live in comfortable circumstances. 


One may consult a vocational adviser in regard to what one should 
do, and this person may quite accurately ascertain one’s aptitudes and 
one’s weaknesses, and may indicate classes of occupation for which 
one’s talents and aptitudes fit him; but there remains the question: Can 
and will the indicated occupation assure one the income of desire? 


Here I tell the story of a man who went to a professional “business 
adviser,” and who, after a searching “quiz,” received for the $5 fee 
charged him for advice this bit of written counsel: “Return to your 
business of making pickles. Men do not what they like, but what they 


”? 


can. 


One hears a lot about misfitted men—about square pegs set in round 
holes. Yet this is true: most well-established and successful men will 
tell you that deep down in their hearts they would rather be doing some 
other kind of work. 


Thus, the distinguished and successful editor of a national magazine 
wanted as a young man to be a surgeon, but was unable, for lack of 
money, to attend a medical school. Even yet, 30 years after he began 
his earning career, he says that he should have been a surgeon A suc- 
cessful and prosperous newspaper man wanted to be an architect, but 
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because of family circumstances he went into a printing office in his 
teens. He still feels that he would have been a great success as an 
architect. 


It is not always a personal tragedy when one’s youthful vocational 
desires are frustrated. One’s youthful inclinations are not always a 
safe guide to vocational selection. One’s inclinations can be, and often 
are, a hindrance rather than an aid to eventual and complete success. 


Many professions are overcrowded, and should one enter an over- 
crowded vocational field one might be a long time in reaching his desired 
income. But in the occupation of selling there is always a need for good 
salesmen—for salesmen having ability to sell against buyer apathy or 
resistance or hesitation. 

It is true, of course, that the business world is well supplied with 
ordinary salesmen, and by “ordinary” is meant men of very average 
sales ability and vision. Even so, there is always a place for ordinary 
salesmen. But in respect of what may be called extraordinary sales- 
men, there is always a shortage. Extraordinary salesmen are men who 
find, of their own initiative, their customers or buyers, who are able to 
turn buyer apathy, resistance or hesitation into acceptance of what is 
offered for sale or possession; men who can rouse desire in others for 
what they propose should be acquired or bought; men who can give 
those whom they canvass a vision of new possibilities of achievement, 
comfort, ease, happiness, power and honour. 

Despite all the salesmen in the world, most industrial establish- 
ments are underselling their market; or to put it otherwise, their fac- 
tories are not producing to the point of maximum capacity. In every 
community are retailers who could double their sales in five years if they 
were willed to do so, and the explanation of their non-growth is: they 
are not adequately sales-minded. All enterprises are in urgent need of 
salesmen who can by their industry and genius increase the sales of 
their employers. 

There is a great under-consumption in this country and in all coun- 
tries, of fire, life, accident and fidelity insurance; of printed matter; of 
2-family and 3-family apartment houses; of non-fiction books; of domes- 
tic labour-saving appliances and equipments. Our banks are crammed 
with idle money, for lack of salesmen of money possessing exceptional 
vision. 
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The world cries out for salesmen able to rouse men and women 
from contentment with a low grade or quality of occupational en- 
deavour. Most wage-paid persons are content to perform routine work 
and work calling for no severe mental labour. Most persons lack 
aspiration. Most persons are under-employing their talents and other 
assets. 

A salesman is not necessarily one who meets buyers face to face. 
The supreme salesman of the world are dreamers—persons possessing 
vision, perceptive of unused or under-used opportunities to sell the 
products and services of industry: These visionful salesmen make 
employment for lesser salesmen to translate their dreams and visions 
into reality. 

Selling can be one of the very highest and noblest of vocations, and 
is so when it concerns itself with raising the level of others’ happiness, 
culture, prosperity and general well-being; when it rouses men and 
women to attempt more for their own and others’ well-being. 

Selling has this to recommend it, namely, it can employ every asset 
of mind and body, spirit and personality, of talent and character, which 
one may possess. 

Selling can be an art—an art acquired and developed by study and 
practice and experience. Like the practice of other arts, it can give one 
contentment and happiness—the contentment and happiness which are 
the consequences of full self-expression. 

Finally, there is this: selling can give one an income as large—and 
probably larger—than can be obtained from any other occupation; also, 
it is an occupation requiring no capital to enter. 











CO-OPERATIVE DEALER-ADVERTISING 
THE DRUG TRADE 
ERNEST ALLEN 


Drug manufacturer must foster confidence and enthusiasm of dealer; 
co-operative advertising arrangement is his best device. 


HIS study has been compiled from the information received from 

thirty-five drug manufacturing firms in Canada regarding their 
co-operative advertising arrangements with their dealers. These thirty- 
five firms include the greater portion of the drug manufacturing firms 
in Canada, so it may be assumed that a representative sample has been 
obtained. Practically every one of the larger drug manufacturers and 
most of the smaller firms were interviewed either personally or by 
questionnaire in an effort to secure the present co-operative arrange- 
ments between them and their dealers. 


Since the information is regarded as confidential by the majority 
of the firms, no names shall be mentioned. It is sufficient to say that 
every type of plan is represented. The products to which these plans 
pertain are many and varied, but all are handled by the average well- 
stocked drug dealer. They include various soaps, cosmetics, creams, 
shampoos, antiseptics, dental and shaving preparations, medicines, 
sprays, laxatives, razors, chocolates and various others. 


This report confines itself almost entirely to local co-operative 
newspaper plans. First of all, the various details of the thirty-five 
co-operative advertising arrangements between the manufacturers and 
their dealers will be outlined The results are summarized under the 
following headings which constitute a questionnaire issued to the thirty- 
five manufacturers: 


1. ON WHAT MEDIA DOES YOUR ARRANGEMENT APPLY ? 

The local newspaper is by far the most important type of medium. 
Thirty-two firms out of the thirty-five have local newspaper co-operative 
arrangements with their dealers. Every firm which has a consistent 
co-operative arrangement uses local newspapers. Two firms have no 
co-operative advertising plans whatsoever; one firm uses co-operative 
advertising only when introducing or changing a line. 
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Co-operative advertising with radio and posters is negligible. Very 
little is done in the line of special store promotional work. A few of 
the firms will give co-operative allowances on handbills and circulars. 
2. WILL YOU ENTER INTO ARRANGEMENTS WITH ANY DEALER ? 

Twenty-one manufacturers will enter into arrangements with any 
dealer. Those dealers most commonly excluded are jobbers and co- 
operative jobbers. Six manufacturers exclude this type of dealer. 
Three of these six also use selected dealers. 


3. DOES THE SAME ALLOWANCE PLAN STAND FOR 
ALL PRODUCTS IN YOUR LINE ? 

Most manufacturers have the same allowance plan for all their 
products—that is, all their products on which they give an advertising 
allowance. Many of the firms exclude certain items, on which no 
advertising allowance is given whatsoever. Most of these products, 
however, are not drugs. 

Four firms will give allowances only on counter products—that is, 
those products which have a brand or trade name common to the public. 
Those products which are little known, or are not drug products, often 
have no advertising allowance whatsoever. 


4. Is THERE ANY CONNECTION BETWEEN THE AMOUNT OF GOODS SOLD 
By A DEALER AND THE SIZE OF THE ALLOWANCE HE IS ALLOWED FOR 
ADVERTISING PURPOSES ? 

This question served to bring out the variety of co-operative adver- 
tising arrangements now being used by the drug trade in Canada. The 
question demands more than a “ 
replies are listed below: 


The Fifty Per Cent.-Unlimited Space Contract 

The most common arrangement (eight firms out of thirty-five had 
this plan) was a fifty per cent.-unlimited space contract. By this it is 
meant that eight manufacturers have arrangements with their dealers 
whereby they will pay for one-half the space used by a dealer; and the 
amount of space which the dealer may use is unlimited. The “unlimited” 
factor is, of course, based on the assumption that no dealer is going to 
use an excessive amount of space on any one product or line. Usually 
a drug advertisement will take up any amount of space from one-quarter 


yes” or “no” answer, and the various 
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to a full page or more, but many products must be advertised, and it is 
definitely not customary for any dealer to over-emphasize any one 
product. 


The One Hundred Per Cent.-Unlimited Space Contract 

Five firms out of thirty-five will pay their dealers one hundred per 
cent. for unlimited space used in their local newspapers. Three of these 
firms handle one item only. One of them allows one hundred per cent. 
on three items. Alli the items on which this allowance is made have a 
relatively large margin of profit. Furthermore, all these products have 
a well-known brand or trade name. The fifth firm carries other products 
on which it gives no advertising allowance. The explanation for this 
is that these other products are direct competitors to those on which 
it does allow an advertising grant. 

One other firm carries a one hundred per cent. “limited” contract 
with its dealers. It will enter into arrangements with any dealer but 
will pay for only a limited number of advertisements. 

The Fifty Per Cent.-Five Per Cent. Purchase Contract 

Two firms will pay for one-half the space used by their dealers up 
to five per cent. of their purchases. This five per cent. allowance is 
deductable only to those who advertise. One firm bases this allowance 
on the previous year’s purchases. The other firm bases the allowance 
on the previous quarter year’s purchases. The dealer’s allowance, in 
the case of the first firn, may be used up at any time he desires. In the 
case of the second firm, his second quarter advertising is restricted to 
five per cent. of his previous quarter’s purchases. 

One firm pays a straight five per cent. on purchases. They will pay 
one hundred per cent. for all space used, at local rates, up to five per 
cent. of the dealer’s purchases. 

The One Hundred Per Cent.-Two and Three Per Cent. Contracts 

One firm gives its dealers a one hundred per cent. allowance up to 
two per cent. of the dealer’s purchases. This firm carries a lotion, a 
type of product on which most firms give a greater allowance than on 
most drug articles. 

Two firms will pay one hundred per cent. for all advertising up to 
three per cent. of purchases. One of these firms, although not insisting 
upon it, would prefer that the dealer confine his advertising to household 
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and toilet articles. This firm really has two branches: the first branch 
carries strictly ethical preparations, the second carries household and 
toilet articles sold over the counter. It is the second branch which they 
prefer to have advertised. 

The second firm carries chiefly a liquid tonic, a type of product on 
which there is usually a greater advertising allowance given to the 
dealer. 


The Non-Standardized Co-operative Contract 

Two firms out of the thirty-five have a non-standardized co- 
operative arrangement. One of these firms will usually pay for space 
used if the dealer is running a special sale and wants to include some 
of its products. They have, however, no standardized co-operative 
arrangements with their dealers. The second manufacturer is even 
more specific regarding his co-operative allowances. This firm will not 
pay for any advertising done by the dealer unless it is upon a very 
special occasion, such as an anniversary sale or some similar circum- 
stance. This firm carries a well-known, well-thought-of facial prepara- 
tion which has been in existence for years and has a price protected 
policy. 

Other Arrangements 

Most of these remaining plans carry restrictions either regarding 
the products on which they will give allowances or on the space used 
by the dealer, or both. Since each plan has certain characteristics not 
common to any of the others in this category, it has been thought advis- 
able to list them all separately. They are as follows: 

(1) This firm will pay for space used on one of their products (a 
fairly recent product) provided that not more than two advertisements 
are inserted in one month. They will set up the advertisement one inch 
by one column. Occasionally the dealer is allowed to make up his own 
advertisement. 

(2) The product is a widely advertised cough remedy. The com- 
pany will pay for one advertisement a month during the winter months. 
They will give the same allowance plan to all dealers. 

(3) This firm handles a cosmetic product. They will allow the 
dealer two insertions a month and will pay full costs at local contract 
rates. 
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(4) This company manufactures various cleansing preparations. 
The firm will allow twelve cents on the purchase of each case as the 
dealer’s advertising allowance. 

(5) Another firm will pay the dealer one hundred per cent. on all 
advertising material used in one quarter, provided the dealer will use 
his own advertising set-up. 

(6) The most important product of this company is a hair shampoo. 
This product was recently introduced to the public. In 1937 and 193 
the firm paid for all space used in newspaper advertising. In 1939 no 
provision was made for co-operative advertising. The principle behind 
this change in policy is commonly used. When a new product is intro- 
duced, a manufacturer will over-spend to properly introduce it to the 
public. Once it becomes well established, co-operative advertising 
arrangements are curtailed, so that the firm may realize on its promo- 
tional expenditures. 

(7) This firm will pay one hundred per cent. of all dealer advertis- 
ing when a cut is used in the advertisement. Otherwise, no payment is 
made to the dealer. 

(8) This distributing organization, handling a variety of products, 
will allow the dealer, as an advertising appropriation for the current 
year, approximately five per cent. of the previous year’s purchases. This 
is the same plan that the Valmont Distributors use. This company 
controls such products as Jad Salts, Bisodol, Kolynos, Neet, Freezone, 
Edna Wallace Hopper and Louis Phillipe. They are owned by Home 
Drug but are run as a separate entity. They will enter into arrange- 
ments with any dealer. 

(9) This firm acts as an agent for several products. It will pay 
for two twenty-eight line advertisements a month on each item. It will 
enter into arrangements with any dealer. 

(10) This firm will give advertising allowances on certain of its 
products. It will allow five per cent on total purchases, provided the 
dealer advertises any two of its products within thirty days of the 
invoice date. 

5. WHAT IS THE PROCEDURE IN PAYING FOR SPACE ? 

In all cases, the dealer pays for space used in all media. The dealer 
is then credited on his submission of invoices and tear sheets. A few 
companies complain of a slight delay in the return of tear sheets. Deal- 
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ers who are lax in this respect should make it a point to return them 
more quickly. 


6. MISCELLANEOUS 

In all cases where advertising allowances are granted by the manu- 
facturer, he pays his allowance at the local contract rate which has been 
established between the dealer and his newspaper. These local contract 
rates will vary considerably between dealers, depending upon the 
amount of advertising which the dealer uses in his local newspaper. In 
many cases, however, the dealer’s contract rate is as much as half the 
usual rate. The resulting saving to both the dealer and the manufac- 
turer is considerable over a period of a year. 

In practically all cases, if the dealer requests such help, the manu- 
facturer will supply copy suggestions and free cut services. Standard 
cuts, two columns by two inches and one column by one inch, are com- 
monly used. Ina few cases, we have seen that manufacturers will insist 
on the dealer using his cut before entering into any co-operative 
advertising plan. 

In regard to copy suggestions, most dealers prefer to make up their 
own copy. This point will be discussed later in greater detail. 

Let us turn to the drug dealers to ascertain their attitude toward 
co-operative advertising. 


ATTITUDE OF DEALERS TOWARD CO-OPERATIVE 


ADVERTISING 

A GENERAL ANALYSIS 

Dealers vary considerably in their opinion of co-operative advertis- 
ing with the manufacturers. The most general complaint seems to be 
that they feel the manufacturer is not close enough to them to under- 
stand their problems. Little in the way of constructive criticism is 
offered the dealer. Cuts are usually supplied on request, but the dealer 
quite often does not receive any copy suggestions. -It is not suggested 
by this remark that all or even most dealers ask for copy help. Many 
of them feel that copy should vary according to local circumstances and 
prefer to make it up themselves. This applies particularly to those men 
who handle the copy for a number of stores and advertise fairly con- 
sistently and heavily. It is the smaller and less consistent advertisers 
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who feel that, in some cases, advertising copy would be helpful and 
acceptable. 

Especially since the amalgamation of many newspapers, with a 
resulting rise in advertising rates, most dealers are thankful that it is 
now possible for them to take advantage of co-operative advertising. 
Most drug retailers realize that fairly heavy, consistent advertising 
must be done to retain their position in the field, and are thus only too 
glad to take advantage of whatever advertising appropriation is allowed 
them by the manufacturer. 


A SPECIFIC ANALYSIS 

All of the larger dealers seem agreed upon one point—the simplest 
contract is the best. They feel that the fifty per cent., no limit contract, 
in either space or times used, is the simplest, easiest and best plan. 
Naturally, with reference to this type of contract, the inference is that 
no dealer is going to use a whole page to advertise one item. In most 
cases, a manufacturer’s product is included in an advertisement cover- 
ing many items which must be included. Each, therefore, takes only a 
small space. 

This method is advantageous for several reasons: 

(1) A dealer need not refer to his accounts at any time to see when 
he is approaching a three or five per cent. limit in purchases. 

(2) The dealer need not obtain special permission from the manu- 
facturer to determine whether he (the manufacturer) will pay part of 
the advertising costs. 

(3) There is a distinct tendency on the part of the dealer to adver- 
tise a product more often if he knows that he need only pay one-half 
the cost. 

It is generally agreed among the dealers that a poor type of adver- 
tising plan is the one based on a small percentage of purchases, viz., 
two or three per cent. This applies particularly to items that are not 
very fast sellers—for instance, in one dental product, it so happens that 
in many cases the dealer just does not bother to advertise because the 
three per cent. would be used up too fast. There is also the disadvantage 
of having to gauge the extent of your advertising so as not to overrun 
your allowance. Furthermore, copy-writers, being human beings, form 
a habit, and when not in the habit of using a particular line, they will 
tend to drop it altogether. 


~~] 
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In some cases, a manufacturer will run copy over the dealer’s name 
in his own advertisement. Usually, in such a case, he will also pay for 
any additional space which the dealer may use in his own advertise- 
ment, but usually for not more than two inches by one column, whereas 
the manufacturer’s own copy might run four hundred to five hundred 
lines. SYNTONA is an example of this type of advertising arrange- 
ment. In arrangements such as these, the manufacturer usually gives 
an exclusive agency to the dealer whose name appears in the manufac- 
turer’s advertisement for that particular product or products. This 
method carries the advantages resulting from an exclusive agency and 
the dealer also benefits from the additional advertising which the manu- 
facturer does of his own accord. 

As a variation from this method, a manufacturer may have an 
article which is not too well known and is only carried in fifty per cent. 
of the drug stores. Under these circumstances, he expects the dealer 
to run this copy under his own name so that he is sure the interested 
public will know where it can be obtained. 

The dealer is more amenable today towards co-operative advertising 
programs than in previous years. He is beginning to realize that a 
certain amount of advertising in the drug field is essential to continued 
success. He is handling the type of product, particularly patent medi- 
cines and cosmetics, which absolutely must be advertised to obtain and 
hold sales. As in other fields, the dealer now realizes that advertising 
is part of his business, and not a luxury or a diversion to be engaged 
in sporadically. 

MOsT SUCCESSFUL CO-OPERATIVE ADVERTISING ARRANGEMENTS 

It is naturally rather difficult to segregate and list the various 
co-operative plans now in existence and to say that one is more success- 
ful than another. There does, however, seem to be some definite 
coordination of ideas among the retailers and those plans which the 
dealers find most acceptable will be listed in order of preference. 

(a) The general consensus of opinion among the drug dealers is 
that the simple plan of a fifty-fifty division of advertising costs is the 
best arrangement. Naturally, if the manufacturer is willing to pay one 
hundred per cent. of costs, that is the preferable plan. Under this 
arrangement, the dealer can use what space he likes, when and where 
he cares to do so. He knows definitely what the cost is to both the 
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manufacturer and himself. There is no limitation, and the only check 
on his efforts is the submission of invoices and tear sheets. 

From the viewpoint of the manufacturer, the dealer is more likely 
to advertise a product on which he has simple and straightforward 
arrangements. Furthermore, he will advertise this product consistently, 
because he need never be afraid of exceeding his three or five per cent. 
limit on purchases. 

All dealers appreciate free cut services and as they are mutually 
advantageous to both manufacturer and dealer, the manufacturers who 
do not supply them are rare. But copy is usually made up by the dealer. 
Dealers seem about equally divided regarding the matter of copy help. 
The larger advertisers, as a group, prefer to handle their own copy, 
because they feel that they are closer to the pulse of the community in 
which they live. Smaller advertisers, with less confidence and experi- 
ence, more readily accept copy suggestions from the manufacturer or 
his advertising agency. 


(b) The second most popular plan, from the dealer’s viewpoint, 
seems to be the one which allows a percentage for advertising for each 
quarter or for the year based on the previous year’s or quarter’s pur- 
chases. This plan has the advantage of controlling costs as compared 
with purchases by the dealer. From the dealer’s viewpoint, although 
the plan offers the disadvantage of watching the extent of his present 
advertising, as compared with the total allowance, it gives him a con- 
stant definite proportion between advertising and sales. In other words, 
the extent of his advertising is not out of proportion to his sales of that 
product. If sales are slow, his appropriation is automatically cut down. 
If the product has a relatively fast turnover, then his advertising is in 
proportion to his sales. 


(c) The Less Popular Co-operative Advertising Plans: 


(1) Most dealers do not think much of those plans which are based on 
a percentage of purchases which offer less than five per cent. on 
invoice price. These apply particularly to those products which are 
slow sellers. Under such a plan, the dealer never develops the habit 
of advertising that product, because if he did so, his outlay would 
soon be several times greater than his return from the manufac- 
turer. As a result, the dealer tends to completely ignore these 

products in his newspaper advertising. 
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(2) Dealers do not appreciate and will not use a mat in excess of two 
inches. This is not absolutely true, but certainly is applicable in 
most cases. In the first place, several products must be advertised 
in a single advertisement, so a dealer is not going to give too much 
space to any one advertisement. Furthermore, the mat probably 
contains so much copy that it is almost unreadable and glaringly 
stands out in the dealer’s advertisement, and is so conspicuous that 
it is evident even to the public that it is manufacturer’s copy and 
not the dealer’s handiwork. 

Most of the larger and more consistent dealers who advertise 
find that an advertisement made up from their own copy is more 
productive than an advertisement composed partly of their own 
copy and partly of inserted mats containing advertising agencies’ 
copy. 

Here is another point well worth considering: Manufacturers 
often prefer that the dealer write his own copy so as to avoid an 
antagonistic attitude from non-advertising dealers to whom it is 
apparent that the copy is paid for if it is prepared by the agency. 
If the dealer insists on using prepared mats, then the non- 
advertising dealer begins to ask himself what the manufacturer is 
doing for him. The manufacturer cannot do anything but he still 
wishes to retain the dealer’s goodwill. Many successful dealers do 
not use half the prepared mat copy that they are permitted to use. 

* * * * * 
ADVANTAGES AND LIMITATIONS OF CO-OPERATIVE 
DEALER ADVERTISING 

LIMITATIONS OF CO-OPERATIVE DEALER ADVERTISING 
(1) The manufacturer may lose control of his advertising. In a 

few cases the dealer is not a good copy writer or has not accurate infor- 

mation on hand regarding the manufacturer’s products. 

Many dealers will object to this statement and, in some cases, right- 
fully so. Manufacturers’ (or their agencies’) copy is often stereotyped 
—still conveying the national type of copy in a local advertisement. 
The dealer’s copy is more home-like. Here we refer to the consistent 
advertiser, the dealer who is perhaps controlling a chain of stores, either 
large or small, but who advertises consistently and thus has a better 
idea of what constitutes good copy and has his finger on the local pulse 
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rather than the relatively infrequent advertiser or the manufacturer 
or agency which knows little or nothing of local circumstances and 
conditions. 

(2) Co-operative advertising is often done in those places where 
it is least needed. It is done in relation to actual sales rather than 
potential. This is a point against the percentage of purchase plans 
which so many manufacturers allow their dealers. Although costs are 
controlled in relation to sales, it is possible that much greater advertis- 
ing could be done effectively. 

(3) Division of contracts is often troublesome, particularly in 
metropolitan areas where there are a number of dealers. 

(4) The dealer helps prepared by the manufacturer may be used 
by the dealer in the display of other products. This may or may not 
be a disadvantage. LIFESAVER and BEECHNUT have both used 
this form of advertising to their advantage. They put in a stand for 
the dealer and the stand will be used for gums other than BEECHNUT 
and LIFESAVER. But BEECHNUT and LIFESAVER put their 
articles on a particular shelf, built so that it takes up most of the stand 
and placed in the best position. Thus competing products, if placed on 
the stand, are given a secondary position to BEECHNUT and LIFE- 
SAVER. Also, the dealer cannot then, consciously or unconsciously, 
place them somewhere else in the store in a better location. So by 
purposely building space for competing products, they thereby ensure 
the best space for themselves. 


ADVANTAGES OF CO-OPERATIVE DEALER ADVERTISING 
(1) It allows the manufacturer to promote retailer’s sales: 

(a) It stimulates the retailer to do an adequate balance of local 
advertising. 

(b) It allows the manufacturer to improve the quality of the local 
advertisement. 

(c) It gives the manufacturer (or his agency) an opportunity to in- 
struct retailers in merchandising methods. 

(d) It enables the manufacturer to concentrate more advertising in a 
given territory than the retailer’s margin would permit. 
(2) The manufacturer can adjust the retail margin — within 

limits — to compensate for the incidence of cost of the co-operation. 














Co-operative Dealer-Advertising in the 81 
Drug Trade 


(3) The manufacturer can give control of local advertising to the 
retailer best qualified to handle it. 

(4) It results in greater dealer interest in the product. 

(5) Co-operative advertising is particularly useful to the manu- 
facturer when the dealer has the choice of selection of various compet- 
ing products. The dealer is then far more liable to choose that product 
on which he has some type of co-operative advertising agreement. 

(6) The manufacturer obtains a substantial reduction in advertis- 
ing rates if he advertises under the dealer contract. 

(7) In local advertising, the dealer can mention his own price. 
National advertising does not allow this because of variation of prices 
in various localities. 

(8) The dealer can definitely let the public know where the mer- 
chandise can be bought. Nationally, all stores may not handle a 
manufacturer’s product, but through local advertising the interested 
public is definitely informed as to what stores do handle that particular 
product. 


PRINCIPLES TO OBSERVE IN CO-OPERATIVE ADVERTISING 


This last section will attempt to outline all those factors which 
should be considered in drawing up a successful co-operative advertising 
plan. In addition, examples will be given of co-operative advertising 
plans which have been a success. Most of them are plans which have 
been used in the United States between manufacturers and their dealers. 
It will be noted that the difference between the plans as used here and 
in the United States is not so much a difference in the fundamental 
principles or mechanics of the plans, but rather that extensions and 
further co-operation has been the answer particularly on the part of 
the manufacturer. It would seem that the first step lies with the manu- 
facturer; he must first interest the dealer in his plan, through some 
incentive sufficiently strong to elicit a whole-hearted response. Then, 
with a one hundred per cent. backing by the dealers, almost any care- 
fully drawn up plan is bound to have a modicum of success. 

The following are the factors which should be carefully considered 
in drawing up any co-operative advertising plan: 

(1) The subsidy should be related to the advertising task rather 
than to the volume of sales. Thus the plan whereby a dealer’s advertis- 
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ing allowance is based on a percentage of purchases is not a good one. 
The argument on the part of the manufacturer that, under this plan, 
costs are controlled by sales is true. But that attitude does not result 
in extra sales. It is almost axiomatic to say that to sell you must 
advertise. But under this plan, any attempt at increased sales is dis- 
regarded. Other factors being equal, this plan results in holding sales, 
providing consistent advertising is done up to the percentage limit 
allowed the dealer but makes no attempt to increase sales. 


Thus the 50-50 basis regarding division of payments for an un- 
limited amount of advertising would seem to be superior to the 
percentage schemes. As a further argument in favour of the 50-50 
basis, the dealers prefer this type of arrangement. It is not likely that 
the “unlimited” factor would result in an unreasonable amount of 
advertising being done by the dealer. The drug retailer is not going 
to devote too much space at any one time to any particular product when 
he has so many which he wishes to advertise. 


The manufacturer’s margin of profit on most drug articles is 
reasonably high. This means that, even if the dealer does advertise 
above a five per cent. figure on purchases, the percentage use in adver- 
tising expenditure as against gross profit is probably not going to be 
very large. Furthermore, if sales are low, an additional advertising 
expenditure is necessary in an attempt to increase sales. And above 
all, since the dealer can give local rates, at half or less than national 
rates, why not take more advantage of them than the five per cent. 
allowance gives? 


Furthermore, the manufacturer gets the advantage of the dealer 
forming a habit of consistently advertising his product if he knows that 
he has the privilege of receiving a fifty per cent. payment every time 
he advertises any of that manufacturer’s products. 


Advertising Allowances As Deductions From Bills 

It seems generally agreed among dealers that advertising allow- 
ances should not be deducted from merchandise bills. The simplest and 
most efficient method is for the manufacturer to send an advertising 
allowance once the tear sheets have been submitted to the manufacturer, 
with the cost of the space mentioned. In connection with this point, 
some manufacturers seem to feel that they are not always quoted a rate 
as low as the dealer is actually receiving from the newspaper. 
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Although, in some cases, the manufacturer feels that he is being 
charged more than his proper share, he does not enquire too closely 
nor does he raise any open objection. He may let the dealer know, in 
some way, that he has knowledge of the discrepancy, and usually if 
this is done, no further word will be said by either side, but the dealer’s 
rate will quite likely be charged when the next tear sheets are submitted 
to the manufacturer or his agency. 

Deducting the advertising allowance from merchandise bills is not 
a serious matter, but to do away with this method and send a check 
instead will tend to cause less confusion because of delays in the deduc- 
tions, due to delays in return of tear sheets. Purchase payments and 
advertising payments are thus kept separate and a mistake in either can 
more readily be checked. 

Mechanics of Advertisement 

This is a touchy point with many dealers. Some want help, others 
would prefer to make their own copy, occasionally asking for a cut. In 
every case, the manufacturer will have to find out what the dealer’s 
ideas are in this matter, and try to act accordingly. Usually, the larger 
and more consistent the advertiser, the less help he wants from the 
manufacturer or his agency. The smaller the dealer, the more he seems 
to be willing to accept aid. 

The big thing for the manufacturer to watch, if he is submitting 
copy, is to avoid the national touch. Try to make it home-like, so it 
will fit in with the rest of the dealer’s copy. Elaborateness is wasted. 
Simplicity is desirable. Do not attempt to create the desire to sell when 
submitting local advertisements to your dealer. That does not agree 
with his advertising make-up. Name, illustration and price should be 
featured. Anything else, and it is not in harmony with the dealer’s 
own copy. 

FURTHER SUGGESTIONS FOR THE MANUFACTURER 

Co-operative advertising between the drug manufacturer and 
retailer in Canada has become fairly well standardized. The arrange- 
ments now in use have been in existence for some time, with possibly 
a few exceptions. These various plans are fairly satisfactory, but the 
chief cause for complaint seems to be that the manufacturer has not 
expended enough effort to further interest the dealer in advertising his 
product . 
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In the United States, although basic arrangements are fairly 
similar, many manufacturers have succeeded in building up a very 
successful co-operative advertising arrangement with their dealers. 
This has been done mainly through extended effort on the part of the 
manufacturers towards their dealers. The answer seems to be that the 
manufacturer has looked at the problem through the eyes of his dealers. 

The following ‘plans have all been used successfully, and it will be 
seen that it is not a question of any fundamental variation in the 
mechanics of the co-operative arrangement, because they are all some- 
what similar, but rather a continuation or an elaboration of those now 
in existence in Canada. 

Only the outline of these various plans will be given. Details will 
vary in individual cases, but the ideas are such that they can be used in 
almost any co-operative arrangement. 


AN EXCLUSIVE ADVERTISING CAMPAIGN 

In six years this company increased sales seven hundred per cent. 
The firm built up a merchandising and advertising program from the 
retailer’s point of view. Whole-hearted support was received from the 
retailers because it represented their way of thinking. 

The Company had a co-operative newspaper arrangement with its 
dealers. It supplied the retailers with mats and ideas for their local 
newspaper advertising. But here is the main point of distinction—the 
company supplied each retailer with exclusive advertisements contain- 
ing copy which was written from the retailer’s point of view. His 
suggestions were first ofall solicited and then the advertisements were 
prepared by the agency hired by the manufacturer. The copy was made 
home-like and conformed closely to the suggestions as given by the 
retailer. Thus an exclusive advertising campaign was given to each 
retailer, conveying his ideas of copy and set-up, but prepared by an 
experienced agency man. 


A CONSUMER ADVERTISING CALENDAR 

This manufacturer inserted a calendar in his dealer publication. 
The calendar gave advance information regarding the dates for national 
advertising of the various products manufactured by his firm. Thus 
the dealer was able to tune his local advertising efforts to the time each 
product was receiving its heaviest advertising in national media. 
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A MANUFACTURER CO-OPERATES WITH HIS DEALERS 

This firm does not prepare the advertisements for its dealers, but 
it is constantly on the alert to help them in any way possible. The 
dealers are allowed plenty of leeway in the planning of their advertis- 
ing, but the help that is provided to them is of the sort that gives 
assurance of profit, provided that the dealer will carry through his part 
of the arrangement as originally planned. 

The firm conducts fairly heavy national advertising, but insists on 
local co-operative campaigns by the dealers. They will pay half the 
advertising expenses. The manufacturer feels that the best results of 
his national advertising are lost if not backed up by local dealer 
co-operation. 


DEALER ADVERTISING CONTROL 

Each of this manufacturer’s outlets is separately owned; it is 
operated by the owner. He has full freedom to apply his own merchan- 
dising knowledge and ability to his own local problems. Orders are not 
issued—only suggestions and proved plans. This manufacturer is able 
to test the successfulness of his various plans through several retail 
stores which he operates as experimental laboratories. Every advertis- 
ing plan is first tested in this way. 

All advertising is first submitted to the manufacturer for approval 
before contracts are made. This factor would meet with very little 
opposition from this particular type of dealer, because each is an inde- 
pendent retailer and is less experienced in preparing advertisements 
than the operator of a chain. The dealer would, therefore, be more 
willing to have his work checked by the manufacturer. The company 
pays fifty per cent. up to five per cent. of net purchases. 


ADVERTISING AIDS 

This firm demonstrates how a well-rounded plan to help dealers to 
advertise can be sold and kept sold inexpensively. 

First of all, advertising promotional work goes out to the dealers 
through two channels—a house organ and salesmen. 

The salesmen then carry actual samples of the promotional material 
—prepared advertisements for the papers, counter displays and so 
forth. Page by page, the salesman explains it. It is carefully planned 
and attention is given to detail. The advertising is prepared and it is 
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the job of the salesman to convince the dealer of its effectiveness. It 
can be generally assumed that if the dealer thinks that it is satisfactory, 
then it meets all requirements for a successful advertisement. 

Also, flexible advertisements are prepared which are designed to 
suit the occasion or time. This feature is particularly applicable to a 
product having seasonal sales or to coincide with a national advertising 
campaign by the manufacturer. 


A SUMMARY OF THESE POLICIES 

These companies are all examples of successful co-operative dealer 
advertising. Their plans have been tested and proven successful. 

The first requisite in all these plans is complete confidence by the 
dealer that the manufacturer is at all times willing and eager to help 
him in any and every way possible. Not only are cuts and copy sugges- 
tions supplied free of charge, but individual advertisements are willingly 
prepared by the manufacturer or his agency for every dealer requesting 
them. If the dealer has any suggestions regarding the make-up of the 
advertisement, they are adhered to as closely as possible. The advertise- 
ment, from start to finish, is prepared according to the tastes of the 
dealer. A few of these companies, however, will grant these privileges 
more exclusively to dealers centered in key cities. 

In return, the manufacturers ask the dealers to co-operate whole- 
heartedly when a national advertising campaign is being conducted. The 
manufacturer gives advance news regarding these campaigns, and 
usually dealer advertisements are prepared and are subjected to the 
approval of the dealer and corrected according to his taste before inser- 
tion in the dealer’s local newspaper. 

Sometimes salesmen are supplied with a cut book with which they 
can work with the dealers in preparing supplementary advertisements. 
In this way, the manufacturer comes to know the way in which the 
various dealers like their advertisements prepared, and these factors 
are adhered to in preparing advertisements for the dealer when re- 
quested, or when advertisements are being prepared to coincide with a 
national campaign. 

In a further summary, it might be said that it is the custom for 
manufacturers to supply, free of charge, the more or less ready-to-use 
ingredients of localized advertising and to co-operate, without charge, 
in preparing special material. 














Co-operative Dealer-Advertising in the 87 
Drug Trade 


However, on the point of sharing cost of local space, opinions and 
policies differ widely. One line of distinction that might be drawn is 
that manufacturers who carry extensive national campaigns in various 
media generally consider it unnecessary to co-operate as fully in sharing 
costs as those manufacturers who seek an intensified local coverage and 
who believe it to be a good investment to share the local expense in 
proportions as high as fifty per cent., and in a few cases even more. 

Another differentiation would take into account the products, and 
hence their method of distribution. Thus, in the field of cosmetics, 
patent medicines, and specialties, cost sharing is more prevalent than in 
what might be called the more staple commodities. 

Very few manufacturers of drug and toilet articles refuse to co- 
operate in some types of co-operative advertising arrangement with 
their dealers. They realize the value of advertising, especially with 
regard to most drug articles, and know that, to succeed, it pays to 
advertise. There is a constantly increasing popularity of advertised 
products. No matter what the product, the public has learned to have 
confidence in the standardized, uniform, laboratory-proof, advertised 
product. It is a case of not so much of “it pays to buy advertised 
procucts.” The public has confidence in a trade-mark that has put 
itself in the competitive market. The mere fact that a product is adver- 
tised should be a guarantee that the product is worthy. But national 
advertising without the local backing of the dealer loses much of its 
effectiveness. Therefore, it falls upon the manufacturer to foster the 
initiative, the confidence and the enthusiasm of the dealer so that he 
will stand back of his product and give it all the advertising push that 
he possibly can. The manufacturer can accomplish this purpose if he 
will co-operate to the fullest extent of his powers in assisting the dealer 
in all those problems arising in a well-prepared co-operative advertising 
arrangement. 











SCOTT & McHALE’S MANAGEMENT-LABOUR 
RELATIONS PLAN* 
JOHN J. McHALE 


The President of Scott & McHale Shoe Company describes how his com- 
pany has solved the commonplace problem of unharmonious 
relations between management and labour. 


* * * 


UST how did you come to adopt your new “Wage Plan” and what 

are the principal features of it? is a question that has been fre- 
quently asked of me during the past year, and this paper is written with 
the idea in mind of answering these questions as well as giving others 
interested an outline of the effort we are making, through our experi- 
ence, to break down at least some of the mistrust and suspicion which, 
generally speaking, exists between management and labour in industry 
today, and introducing, instead, confidence in each other’s integrity 
and good intentions, thus enabling both factors to enjoy the harmony 
in their relations which we believe must necessarily ensue. 


« 


To simply term our present agreement a “Wage Plan” is erroneous 
in the extreme, because it not only provides for stability of workers’ 
income, but embraces in a most complete way all of the details that of 
necessity exist in the relationship of management with labour. In my 
opinion, it may more properly be termed a ““Management-Labour Rela- 
tions Plan.” It does, of course, provide stabilized income to our oper- 
ators, but it also gives our people a very important voice in all matters 
that concern their well-being in the business and does this in a way 
that is as fair to the management as to the workers themselves. 
Reasons for Offering Plan 

The principal reasons we had in mind at the time of voluntarily 
offering to our employees a contract, which in reality established a 
partnership between them and their firm, may be outlined as follows: 

*In presenting this paper I wish to give full credit to Mr. H. L. Nunn, Presi- 
dent of Nunn-Bush Shoe Company, Milwaukee, for having conceived the basic 
thought on which our plan is founded. Mr. Nunn introduced his plan, which ours 
so closely parallels, into their Milwaukee plant four years ago, and into their 
Edgerton plant a year later, and the success it has met with in both places was 
indeed an inspiration for us to proceed along similar lines in Canada. 
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We wanted, first, to do our part in assisting to place fair-minded 
labour — and our labour is decidedly fair-minded — on that plane of 
dignity in industry which all clear-thinking industrialists of today are 
agreed it should occupy; these men are, generally speaking, vainly 
seeking a way to accomplish it. 


Second, to give to our operators that feeling of security not only in 
their income, but also in the conditions under which they work which 
we feel they are entitled to enjoy. 


Third, to relieve them of the multitude of worries attendant upon 
uncertain employment and unreliable income which detracts from their 
happiness, not only in their home life, but at their work as well, and so, 
by relieving them of such worries, to enable them to approach their daily 
tasks with lighter hearts, clearer brains, and greater efficiency. 

Fourth, to allow ourselves the happiness and enjoyment in the con- 
duct of our business which can only come to management through 
intimate and friendly contact with the workers, established on a basis 
of mutual confidence and respect. And if you are one of those mercenary 
individuals who uses only the dollar sign as a yardstick by which to 
measure the merits of a proposal, let me say that the adoption of any 
plan that brings employer and employee closer together is good business, 
and that no business or industry filled with strife, friction, and dissen- 
sion, can prove profitable either to management or to the workers. 


And last, but by no means least, we wanted to place in the hands 
of our dealers and their customers an unqualified guarantee that the 
workers, whose skill and effort goes into the building of Scott-McHale 
shoes, are a well paid and fairly treated group of men and women. 


Such ideas as these, backed by a realization on the part of both 
ourselves and our employees, that a house divided against itself cannot 
stand, that our respective problems were mutual problems and could 
only be solved through co-operation and good-will, paved the way for 
the discussion and final adoption of our partnership plan. 


Basis of the Plan 

The first step in our program was to set aside a percentage of our 
sales which represented our operators’ just share of every dollar which 
we received from our customers in payment for the shoes shipped to 
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them. In our case this amount was 22.2% of every dollar’s worth of 
sales. 

The year 1937 was agreed on between us as satisfactory for this 
purpose. In this connection I would like to mention that 1937 repre- 
sented the best year of earnings that our employees have enjoyed since 
1929, so that we, the management, can say that the plan has been based 
on the earnings of a year that was decidedly favourable to our workers. 
We felt that in order for the plan to be successful it must necessarily 
be based on a foundation that would be lasting, and which would prove 
to our people that we were acting in a fair and honourable manner and 
with their interests at heart; otherwise the plan would be doomed to 
failure from the start. 

Mutual confidence in each other’s integrity, the confidence of the 
workers in the management, the confidence of the management in the 
workers, are essential factors in the introduction and the working out 
of this plan. Suspicion or mistrust can have no place in a successful 
partnership whether that partnership be an arrangement between indi- 
viduals or between workers and management. 

How It Is Operated 

The amount, which this percentage of our sales represents, is then 
credited to a “Labour Reserve Account,”’ and the management of these 
funds is placed exclusively in the hands of an Administrative Committee, 
elected from the ranks of the workers, by the workers themselves, and 
responsible only to the workers. This committee administers not only 
the financial affairs of the workers in our organization, but all other 
matters pertaining to their welfare and the conditions under which they 
are employed. Certainly management still has its place in the picture, 
but instead of being a dominating influence, management becomes co- 
operative with the labour end of the business. 

In the administering of the Labour Reserve Account the employees 
are divided into three groups designated as “A,” “B,” “C.” 

Into group “A” are placed the older of our employees in point of 
service. In this connection I might say that at least 85% of our oper- 
ators are included as group “A” employees. Such employees cannot be 
laid off while any other group “A” employees are working. They are 
also entitled to participate in any accrued earnings that may remain 
in the Labour Reserve Account for distribution at the end of the season. 
This point will be explained later. 
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Class “B” employees enjoy all the privileges of Class “A” em- 
ployees, except that in slack times they can be laid off, if necessary. 

Class “C” represents only the very newest of our employees who 
are brought in and paid on an hourly rate and who must of necessity 
go through a period of probation in order that the Administrative Com- 
mittee and the workers as a whole may have an opportunity of deciding 
whether or not such new operators are up to the standard which they 
require in the workers whom they will associate with in their future 
operations. 

All Class “A” and “B” workers are then given what we term a 
“basic rate” or “drawing account’—such amounts being computed on 
a yearly basis according to the earning power of each individual oper- 
ator in the business as demonstrated by his or her 1937 earnings, proper 
adjustments being made in all cases where changes in operator’s work 
have occurred in the meantime. This amount is then paid to each “A” 
and “B” worker in 52 weekly instalments throughout the year. This 
does not mean, however, that an operator’s drawing account, once deter- 
mined, is permanently fixed, but on the contrary, the Administrative 
Committee can and does adjust these amounts as operators improve or 
are promoted to better paying positions. 

It will be of interest to note that under this plan we have volun- 
tarily reduced our work week from 4914 hours to 45 hours, or from 514 
days to 5 days per week. Likewise each “A” and “B” operator is entitled 
to two weeks’ holidays each year, one week to be during the week in 
which Dominion Day, July 1st, falls, and the second week to be during 
the week in which Christmas, December 25th, falls. Operators receive 
pay in full not only for these two weeks’ holidays, but for all of the legal 
holidays throughout the year, on which they are not required to work, 
as well as for time lost through no fault of their own. 


The total of such drawing accounts is then charged each week 
against the Labour Reserve Account, which in turn is credited with 
22.2‘ of the list price of all shoes packed. If at the end of the season 
there is a balance or surplus remaining in the Labour Reserve Account, 
such balance is distributed among the operators on a pro rata basis, or 
in any way the operators themselves should decide to distribute it, the 
management having no voice whatever in the distribution of these funds. 
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If, on the other hand, business should fall off to a point where sales drop 
low enough to endanger the drawing accounts of even our Group “A” 
workers from being earned through the allocation of the 22.2 of the 
sales, our agreement provides that, under such circumstances, the draw- 
ing accounts of all the workers shall be reduced to a point to bring such 
drawings within the actual amounts being earned, so as to keep the 
amount drawn by the operators within the 22.2% level. Monthly reports 
are handed to the Administrative Committee showing the position of the 
Labour Reserve Account to date, and these reports are subject to the 
check and approval of any accredited firm of Public Accountants en- 
gaged by the committee for that purpose; all records necessary to insure 
a satisfactory, intelligent audit, are open for their inspection. 


Thus labour, as partners in the business, participate to their advan- 
tage in the good years, and must of necessity retrench in the bad years, 
the same as management itself must retrench and accept reduced divi- 
dends and, at times, no dividends at all. During a bad spell of business 
an operator may be called upon to accept a reduction in his or her 
drawing account. But this reduction is comparatively small and cer- 
tainly is not to be considered for a moment in comparison to long lay- 
offs that do occur in industries, during which the workers receive no 
income at all and must of necessity either dissipate their savings, pro- 
vided they have been fortunate enough to accumulate something of a 
financial reserve, or go hopelessly in debt for the necessities of life, and 
in many cases be compelled to rely on public relief for their existence. 


More Than Financial Security Offered 

But our plan only begins in the distribution of 52 pay cheques per 
year to our employees. Not only does it give our workers financial 
security in their income, but it also relieves them of that anxiety and 
uncertainty which so often exists in the minds of workers whose jobs 
depend upon the judgment of the boss only. Capable workers are all 
too often held back from proper advancement due to the unwillingness 
of those in authority to risk even temporary interference with their pro- 
duction, such as might logically occur through the transfer of an efficient 
operator from a poorer paying position to a better paying one, and are 
even apt to find themselves thrown out of employment entirely, and 
sometimes unnecessarily. 


Under our plan we have voluntarily relinquished the right of 
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“arbitrary discharge,” and no executive in our organization has the 
authority to dismiss or lay off an employee without the approval of the 
Administrative Committee, a group of workers, as I have stated before, 
elected from the ranks of the workers, by the workers themselves. It is 
to this committee that the management must turn for redress in the 
event of an employee not conforming to the rules or not living up to 
the standard expected of him, either in production or quality of work. 

Now, I have had certain well-meaning and fair-minded employers 
who have discussed this plan with me throw up their hands in horror 
at the thought or prospect of not being able to “arbitrarily discharge” 
an unruly employee, but such people do not give labour credit for the 
intelligence or fair-mindedness which labour actually possesses, neither 
do they give credit to labour for the ability to assume responsibilities 
such as our plan places upon the shoulders of labour itself. 

Our Administrative Committee appreciates and realizes the fact 
that they have a serious responsibility resting upon their shoulders in 
the administering of the funds that belong to them and to their fellow- 
workers. The committee appreciates to the fullest extent the need of 
seeing that each and every member of the organization who draws a 
single dollar from the Labour Reserve Fund earns that amount, and 
does his or her share towards accumulating any surplus that will 
be distributed as a dividend at the season’s end. We have definitely 
learned that workers will not tolerate a drone or shirker in their midst, 
and pay him or her for work not actually performed, any more than 
management itself can afford to do so. On the other hand, I can con- 
scientiously say that I know of no operator in our organization who is 
not filled with a sincere desire to make a satisfactory contribution in 
the way of work done in return for the amount which he draws in 
salary. 

It naturally follows that a committee of such workers is not dis- 
posed to tolerate unruly or disturbing factors in the organization. It 
is their responsibility to keep such individuals in line. They likewise 
realize that, if they are to continue to be masters of their own destinies 
in this respect, they must be fair and must see that the reasonable orders 
of the management are carried out to the letter. I am both proud and 
pleased to say that, during the entire time that our plan has been in 
existence in our organization, the management or none of its represen- 
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tatives have had occasion to call before the Administrative Committee, 
for disciplinary reasons, a single member of our entire organization. 

Our plan, moreover, provides a system of promotion, which enables 
our operators to make application for any key position that may be open 
either in their own or some other department. Under this plan an oper- 
ator is not confined to a single department; the opportunities for 
advancement in the entire plant are open to each and every operator in 
our organization. . Such applications are also handled by our Adminis- 
trative Committee, and I must say they are being handled in a most 
intelligent way. In every case where an operator has been promoted I 
have been more than satisfied to give my unqualified approval to the 
selection made for the position to be filled. In this way operators who 
have for years worked in a department that does not offer as good an 
opportunity for advancement as does some other department and who, 
under the old system, did not have a chance of leaving that department 
and progressing into another, have been given the opportunity of learn- 
ing a key operation and decidedly improving their financial condition. 

The individual interests of each operator are looked after by his 
departmental representative on the committee. But if an operator has 
a grievance which he feels has not been properly presented to the 
Administrative Committee by his departmental representative he has 
the privilege of appearing before the committee and presenting his case 
in person. 

Provision is also made for the sequence in which new applicants 
will be considered and taken on for positions to be filled from outside 
the organization. Such applicants rank according to the length of time 
their application has been on file, and the personal fitness of the 
applicant for the position to be filled; members of the immediate 
families of our operators, everything else being equal, have the first 
call on positions to be filled through hiring of additional help. In this 
way we feel that..we are in a fair way to establish a tighter bond 
between our workers and ourselves, and develop our organization into 
a distinctive family group, the interest of the individual members of 
which will be bound together through family association and family ties 
far more closely than could otherwise be. 

Is it therefore any wonder that we the management are distinctly 
conscious of a happier, more contented, more accommodating attitude 
on the part of our workers? This contentment and satisfaction which 
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we are confident our people feel is being reflected from day to day in the 
quality of our product. Our men and our women realize that they are 
part and parcel of this business, that a certain set portion of it is theirs 
to be administered by them to their advantage and well being, that this 
privilege carries with it a responsibility for discharging in a serious and 
efficient manner the obligations which rest upon them, and which they 
must discharge, if the plan is to be permanently successful, and if they 
are to continue to enjoy that independence and freedom in their daily 
lives which this plan assures them. 

Labour Is Recognized As a Human Element 

In the manufacture and distribution of any product three points of 
friction occur: first, when the manufacturer starts out to buy his raw 
materials from his suppliers. At this point opinions and sense of values 
naturally clash; so here we have the first point of friction, which, when 
overcome, only leads to the second point. This develops when capital 
enters the market to purchase labour —the physical and mental effort 
of human beings — as a commodity. The third point of friction obvi- 
ously occurs when the manufacturer attempts to market his own product 
in competition with other manufacturers; here he must reconcile his 
views of value with those of the prospective purchaser. 

In the purchase of labor, capital is dealing with a product which 
is so intensely personal and so closely identified with the happiness and 
ambitions of the seller that a situation is produced in which all of the 
passions of human nature can easily run riot, and obliterate common 
sense and good judgment from the picture, to the detriment of both 
sides. Under our plan, capital no longer attempts to deal with labour 
as a commodity to be purchased at a price, but, instead, labour is recog- 
nized as the human element it is, and is awarded a seat alongside 
management and an opportunity to work out its own destinies in a way 
similar to which management must. Thus the second point of friction 
is definitely eliminated. Labour is actually raised to that plane of 
dignity which all clear-thinking people concede it is entitled to occupy. 
At the same time management is relieved of its most contentious prob- 
lem and is free to discharge the multitude of responsibilities which rest 
upon it with greater efficiency. And, if you think that the few pennies 
that may be saved through driving a close bargain with labour can 
compensate for the happiness, contentment and good-will which such 
an arrangement engenders, you are badly mistaken. 
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Experience has taught me that labour as a whole does not demand 
more than a reasonable share of the income of a business. Most of 
labour’s demands that appear and are considered unreasonable are 
founded on a lack of knowledge as to what really constitutes a just and 
fair share of business income. Therefore, why not place labour in a 
position where it feels assured that it is receiving its proper reward? 
Management’s Responsibilities Under the Plan 

Certainly our plan does place greater responsibilities on the shoul- 
ders of management. To be successful it requires that continuity of 
operations be reasonably well maintained, and that selling prices enable 
the workers to obtain a fair return per unit on whatever type of mer- 
chandise they may be producing. In our case it is shoes, and we on the 
management end must see to it that selling prices are maintained at a 
point that will conform to the purchasing power of the public pocket- 
book. At the same time we must maintain sales in our better grades 
so that the percentage allotted to our labour will produce sufficient funds 
to enable them to work out their problems and make a decent living. 
Greater care must also be taken in planning and despatching to insure 
a smooth flow of work through the various departments of the factory, 
but the results are well worth the added effort. 

Above all, our plan does not permit of indiscriminate price slashing, 
for the simple reason that, for every dime that we might reduce the price 
of our shoes, our labour assumes 22.2‘: :of the reduction while we 
assume 77.8%, or, in other words, labour will stand a reduction of 
approximately 2.2 cents and we 7.8 cents. In no case is it possible for 
us in so-called hard times to reduce the price of our shoes and ask our 
employees to accept reductions in their pay that would amount to either 
all or a major portion of any reduction we might be compelled to make. 
Such reductions must at all times be shared between us according to our 
respective interest or share in the business. 

Nor does our plan permit an employer to profiteer on a rising 
market at the expense of his employees. Under the old system of piece 
work rates, generally in vogue, the employer might maintain his labour 
costs at their present levels and pocket whatever increase he might be 
able to place on his product. Under our plan, labour automatically 
receives its percentage of every penny’s worth of increase that it be- 
comes necessary to place on the price of shoes, or whatever the 
commodity might be; reversely, if prices, having already advanced, 
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suddenly recede, and it becomes necessary for the management to reduce 
the price of the commodity in order to meet market conditions, labour, 
together with management, accepts a smaller amount per unit on the 
lower selling price. 

Thus fair-minded employers, in good times and on rising markets, 
when the cost of living generally must advance, need have no worry in 
paying the increased return to their labour which the higher commodity 
prices justify, and to which labour is entitled for when conditions 
reverse themselves and employers are faced with a falling market labour 
automatically joins hands with them in accepting a lower return for 
services rendered. Thus the destinies of employer and employee are 
linked together in a true partnership, whose interests run parallel and 
become identical, as should always be the case. 

The interest of the workers and the interest of the management 
can never be separated successfully. The well-being of one travels side 
by side with the other, and it is only when this fact is realized, and 
employer and employee join hands to work out their problems together 
that they will be successful in producing industrial peace and happiness. 
This is the message that we in our humble way are trying to bring to 
Canadian Industry in our “Management-Labour Relations Plan.” 
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